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TUESDAY JANUARY 23 1997 


Four Japanese 
banks’ ratings 
downgraded 

Credit ratings of four medium-sized Japanese 
banks were downgraded from ''stable" to “nega- 
tive by Moody's, the international credit rating 
agency, sending Jananoeo h« n b . . ,-7 c 


EU-wide tax code urged 


, — - «unu5iautas were expected 

lnS l ° UbtS about ^ Japanese govern- 
ment s ability to prevent further bank closures 
shocked investors and financial authorities. 
Page 18; Banks near danger zone, Page 5 

Probe ordered into Hanbo collapse 

South Korean president 
Kim Young-sam (left) 
ordered an investiga- 
tion into the collapse of 
the Hanbo steel and 
construction group, 

with estimated debts of 

WonS.OOObn ($5.Sbn) 
which opposition politi- 
cal parties described as 
“the biggest financial 
scandal in Korean his- 
^ tory". The collapse 

caused the Seoul bourse to fall by 2.9 per cent 
yesterday. It has also increased pressures on the 
Kim administration, already reeling from recent 
protests over a controversial new labour law 
and Korea’s worst economic slump in more than 
20 years. Page 18; How Hanbo treasure turned 
to dost. Page 8 

Sura back In the blacks Suez, French 
holding company which has been undergoing 
substa n tial restructuring, announced a return 
to the black with profits of FFrSOOm ($145m) in 
1996 after completing a property sale with a 
gross value of FFr9bn. Page 20 

Swissair threatens action over Sabenas 

Swissair threatened to write down its 49 per 
cent stake in Sabena unless the ailing Roig-fan 
carrier demonstrates it is meeting cost-cutting 
targets within six months. Page 19 

Britain calls for troops cut: Britain called 
on China to cut the number of troops it wants to 
send as an advance party before the territory 
returns to Chinese sovereignty in July. Page 8 

Merrill Lynch hits record: Merrill Lynch, 
last of the big Wall Street firms to report its 
earnings, brought a bright season for broker- 
ages and investment banks to a dose by report- 
ing record earnings for 1996. Page 19 

CNN faces row over Cuba: International 
television news organisation Cable News Net- 
work plans to take the US government to the 
federal courts if it is refused permission to 
establish a bureau in Havana. Page 4 

GM plans $2Jbn share buy-back: 

General Motors set the seal on Its return to 
financial health with a plan to buy back $2£bn 
of its shares and raise its dividend by 25 per 
cent Page 19 . 

China to issue $2bn bonds: China plans to 
Issue some $2bn in bonds on international mar- 
kets this year, a slight rise on 1996. The issues 
will be aimed at infrastructure pro- 

jects. Page8 

Grade to quit Channel 4; Michael Grade, 
chief executive of UK television’s Channel 4, Is 
to leave his post later this year to pursue other 
business interests, his board announced. 

Giordano shaves hit: Shares in Hong 
Kong-based clothing retailer Giordano fell 25 per 
cent after a statement from the company fuelled 
concerns about its operations in China. 

Page 19 

Japan expects rise in bankruptcies: 

Japan's finance ministry warned of a further 
rise in bankruptcies after a record number of 
people filed for bankruptcy in the 11 months to 
November. Page 8 

Church leads Belgrade protest march: 

Thousands of people joined a procession led by 
the bead of the Serbian Orthodox church 
through Belgrade, sending a message to Presi- 
dent Slobodan Milosevic that the pro-democracy 
movement still muster mass support. 

Page 2 

Cricket England had one of their best days of 
their New Zealand tour on the fourth day of the 
second Test at Auckland, scoring 521 to take a 
131-run first innings lead. They then removed 
three New Zealanders for 56 runs, leaving the 
home side still 75 runs behind overall 

FT.com: the FT web site provides online news, 
comment and analysis at http://w wwJT.com 
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By Lionel Barber in Brussels 

France and Germany 
yesterday called for a code of 
conduct to stop unfair tav 
competition in the European 
Union. 

Calls for a crackdown on 
“tax poaching" are increasing 
as EU governments seek to 
boost revenues in the race to 
meet the deficit targets for eco- 
nomic and monetary union, 
due to start on January 1 1999: 

But suggestions that the 
new code of conduct foreshad- 
ows fiscal harmonisation 
among countries taking part in 
the single currency zone were 
played down at a meeting of 
EU finance ministers. 

Mr Theo Waigel, German 
financft minister, and Mr Jean 
Arthuis, his French counter- 
part, insisted - along with the 
UK - that decisions on tax 
remained subject to unanim- 
ity. In theory, members of a 


Gyll 
resigns 
as chief 
executive 
of Volvo 


By Greg Mclvor in Stockholm 
and Haig Simoman In London 

In a surprise move, Volvo 
yesterday announced the resig- 
nation of Mr Sbren Gyll as 
chief executive and his 
replacement by Mr Leif 
Johansson, chief executive of 
Electrolux, the world’s leading 
supplier of household appli- 
ances and part of Sweden’s 
Wallenburg empire. 

Volvo, Sweden’s biggest 
automotive company, has tra- 
ditionally been the main indus- 
trial counterweight to Wallen- 
burg and Mr Johansson 
emphasised that he intended 
to preserve a close relationship 
with the Wallenberg sphere. 

Yesterday’s slight rise in 
Volvo’s share price was a tell- 
ing comment from the market 
on the company’s position in 
the motor industry and 
was a recognition of the fact 
that for many, Volvo remains 
the most vulnerable of 
Europe’s car companies after 
the collapse of its merger with 
Renault in 1993 following 
shareholder pressure. 

A relatively narrow model 
range and limited production 
of about 350,000 units last year 
have also made it a potential 


France and Germany seeking to eliminate 
unfair competition as countries head for Emu 


monetary union could stiU 
move towards greater fiscal 
harmonisation outside the EU 
treaties, bypassing the 
national veto. 

Mr Arthuis said Bonn and 
Paris wanted to stop "savage 
competition" in the area of 
tax. But he added: “There is no 
question of renouncing the 
principle of unanimity in fiscal 
matters or transferring sover- 
eignty [to Brussels]." 

Ministers began their public 
debate with a chorus of Ger- 
man-led complaints about tax 
distortions. Mr Waigel. who 
has just forecast that Germany 
will barely meet the Maas- 
tricht deficit target of 3 per 
cent in 1997, said it was time to 
stop unfair competition. 

Mr Philippe Maystadt, Bel- 


gian finance minister, attacked 
corporate tax regimes which 
encouraged companies to play 
countries off against each 
other - a practice known as 
“fiscal dumping". 

He also complained that 
countries are poaching savings 
from other member states 
through differential tax rates. 
The argument is that govern- 
ments are making up the 
shortfall with taxes an labour 
and thereby driving up unem- 
ployment 

Mr Maystadt railed against a 
Belgian bank - Darned by his 
officials as Societe Nationale 
de Credit A 1 Industrie - which 
he said had encouraged Bel- 
gians to siphon savings to the 
Netherlands through newspa- 
per advertisements. 


Ireland offers special tax 
incentives for large-scale 
investment, but Luxembourg 
is most often singled out for 
criticism because it offers non- 
residents exemption from 
withholding tax on savings. 

Mr Jean-Claude Juncker, 
prime minister of the Grand 
Duchy, said he was ready to 
negotiate an end to the with- 
holding tax exemption, but 
only in the context of a broad 
agreement on tax and social 
policy. 

Mr Mario Monti, EU single 
market commissioner, has 
been pressing for steps toward 
an EU-wide tax regime. 
Although his ideas have made 
little headway, officials believe 
Emu will force countries 
toward fiscal co-ordination. 


Some economists say mone- 
tary union will highli ght tax 
distortions among single cur- 
rency participants; others 
argue that Emu countries will 
continue to need flexibility in 
tax policy having renounced 
control over monetary policy 
and abandoned national 
exchange rates. 

The strength of feeling yes- 
terday on tax surprised the 
Dutch presidency of the EU 
which had planned to focus 
debate on completing texts on 
budgetary and currency disci- 
pline in the single currency 
zone. 

This blueprint on the transi- 
tion to Emu was agreed at last 
month’s EU summit in Dublin 
after marathon talks between 
France and Germany. Minis- 
ters from each country warned 
each other yesterday to respect 
the spirit of the agreement. 

Spain's Emu hurdle. Page 3 



SOren Gyll, left, shakes hands with Leif Johansson, named yesterday as his successor as Volvo's chief executive 


Picture: Jen Cotefco 


candidate for a merger or a 
takeover. 

Mr Gyll, aged 56, will r ema i n 
on Volvo’s board and advise 
the company for the rest of the 
year. Mr Gyll said Volvo faced 
“a number of Important strate- 
gic and structural decisions 
that will have consequences 
extending far into the fixture". 
These demanded continuity 
and made it logical that a 
fresh pair of hands took over. 

Mr Johansson gave little 


indication of his plans for 
Volvo, but tainted he might 
consider new options, such as 
building a smaller car. “That 
is the kind of segment Volvo 
should at least have a view 
on," he said, 

Mr Johansson, aged 45, is to 
be succeeded at Electrolux by 
Mr Michael Treschow, cur- 
rently chief executive at Atlas 
Copco, the Swedish engineer- 
ing group and another Wallen- 
berg controlled company. The 


switches will take place in 
April. 

Mr Gyll, who had a year of 
his contract to run, insisted he 
had been un d er no pressure to 
quit - in spite of a disappoint- 
ing performance last year in 


Volvo’s flagship car and truck 
divisions. The Volvo board 

Continued on Page 18 
Lex, Page 18, Leader, Page 17, 
Small player exposes its vul- 
nerability. Page 24 


Hungary 


Gang wars rage 
in Budapest 


PepsiCo 
joins list 
of groups 
quitting 
Burma 

By Ted Baufacke in Bangkok 

PepsiCo, one of the last US 
companies with a significant 
presence In Burma, said it was 
withdrawing completely from 
the Burmese market 

Hie US group joins a grow- 
ing list of companies which 
have pulled oat of the south- 
east Asian nation which has 
been widely condemned for 
human rights abuses. 

Pepsi said it was withdraw- 
ing because it wanted to 
adhere to the “spirit of cur- 
rent US government foreign 
policy”, but it has also come 
under intense pressure from 
human rights groups and stu- 
dent organisations. 

The company sold off its 40 
per cent equity stake in its 
Burmese bottler in May 1995, 
but maintained a contract 
with the bottler to produce 
and market Pepsi there. 

Since then US foreign policy 
towards Burma has become 
more strident and US presi- 
dent Bill Clinton has been 
empowered by Congress to 
impose economic sanctions at 
any time. 

Last year’s partial with- 
drawal by Pepsi did little to 
bait the boycott campaign 
spearheaded by stndent 
groups In the US against a 
company which has positioned 
itself as a youthful alternative 
to rival Coca Cola, which is 
not present in Burma. 

Ironically, that boycott cam- 
paign forced off university 
campuses some franchises of 
the fast food restaurants - 
Pizza Hut. Kentucky Fried 
Chicken and Taco Bell - 
which Pepsi ~ recently 
announced it would spin off to 
shareholders. 

Pepsi said it had severed 
supply contracts with its local 
bottler, who would ensure 
that ail production and distri- 
bution of Pepsi products in 
Burma would be halted by 
May 31. 

Since Pepsi sold its equity 
stake in Burma last year, the 
internal political situation 
there has deteriorated. 

Mass meetings of the opposi- 
tion National League for 

Continued on Page 18 


Rolls-Royce could face 
compensation demands 



By Michael Skapinker, 
Aerospace Correspondent 

Rolls-Royce could face 
compensation demands from 
airlines after admitting that it 
will have to modify engines 
that have suffered turbine 
blade failures, causing some 
in-flight engine shut-downs. 

The UK engineering group 
said the problems had 
occurred in a version of its 
RB212 engine that has been in 
service since 1989 on Boeing 
747s and 767s, the most widely- 
used long-haul aircraft 

Rolls-Royce said that none of 
the engine shut-downs had 
posed any danger to passen- 
gers. The company said it was 
not unusual for airlines to 
experience problems of this 
sort with engines from all 
manufacturers. 

Rolls-Royce refused to com- 
ment on a report, to be pub- 
lished today in Flight Interna- 
tional magazine, that the 
engine problems have already 
cost airlines $200m in addi- 
tional maintenance and operat- 
ing expenses. In addition to 
reliability problems, the 


Turbine blade 
failures cause 
in-flight engine 
shut-downs 

engine's fuel consumption has 
been higher than expected. 

British Airways confirmed it 
was one of the airlinps affected 
by the engine problems, 
although it said it had not had 
to shut down any of its RB211S 
during flights. Other airlines 
affected are believed to include 
Cathay Pacific, the Hong 
Kong-based carrier, and South 
African Airways. 

BA said it used RB211 
engines on all 30 of its Boeing 
747-400S and on its 26 Boeing 
767s. The airline said the wear 
and tear on the engines was 
higher than it had expected. 
But it said; “All equipment 
from time to time has its prob- 
lems." BA has also had diffi- 
culties in the past with the 
General Electric engines it 
uses on its Boeing 777s. 

BA refused to say whether it 
would be claiming compensa- 


tion from Rolls-Royce. “At the 
moment our efforts are aimed 
at restoring reliability. The 
engines are covered by perfor- 
mance guarantees," the airline 
said. Cathay Pacific and South 
African Airways were not 
available for comment. 

RoUs-Royce said it was dis- 
cussing two options with air- 
lines using the engine. One 
was to replace the blades with 
updated versions. The other is 
to replace the engine core with 
parts from Trent engines, 
Rolls-Royce’s most recent 
products. This would create a 
hybrid engine which 
Rolls-Royce believes would be 
more reliable. 

The Trent is used on the Air- 
bus A330 and the Boeing 777. 
both twin-engined aircraft, 
Rolls-Royce also intends to use 
the Trent on any future 550- 
seat aircraft These plans suf- 
fered a setback last week when 
Boeing said it was shelving 
plans to build an extended 
“super jumbo" version of its 
747 because of a lack of 
demand. 

Rolls-Royce's orders, page 6 
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NEWS: EUROPE 


More than 500,000 flock to presidential poll in celebration of victory over Kremlin 


Chechens cast vote for independence 


By Chrystfa Freeland 
in Dzhokhar-Ghala 


As they flocked to the 
polling stations set up across 
their battered republic, more 
than half-a- million Chechens 
yesterday did much more 
than elect a president and 
parliament 

The ballot, conducted with 
all the seriousness and gai- 
ety of a wedding, was Chech- 
nya's declaration of indepen- 
dence from Russia and a 
laughing celebration of its 
recent victory over the 
Kremlin's armies. Voting 
was so heavy that officials 
kept the polls open an extra 
two hours, closing them only 
at 10pm last night 

Despite the humiliating 
withdrawal of its soldiers 
last year, Russian President 
Boris Yeltsin's rudderless 
government insists Chech- 
nya remains part of the Rus- 
sian federation. Yesterday's 
presidential poll could shat- 
ter that frail pretence, with 
dangerous consequences for 
Mr Yeltsin's shaky adminis- 
tration. 

All the leading presiden- 
tial candidates advocate 
independence. By this even- 
ing, one of them could 
already be declared the dem- 
ocratically elected president 
of the breakaway region. If 
no candidate wins more than 
50 per cent of the total vote, 
the top two contenders will 


face each other In a run-off 
within two weeks 

“Today. 1 went to the poll- 
ing station with joy, because 
I was voting for indepen- 
dence for my Chechyna," 
said Mrs Taisa Karsamauli. a 
45-year-old judge. "Of course. 
Russia will not let us go just 
like that." Mrs Karsamauli 
added, with a snap of her 
leather-gloved fingers. "But 
the truth is that we have left 
Russia already.” 

Mrs Karsamauli said she 
voted for Mr Aslan Masfcha- 
dov, the moderate com- 
mander of the Chechen mili- 
tary forces who was the 
front-runner ahead of yester- 
day's poll. 

Yet. like most Chechens, 
she said she placed almost 
equal confidence in all five 
top presidential contenders. 

"There is no difference to 
me -- 1 could vote for 
[Shamil] Basayev [the war- 
rior who seized a hospital in 
southern Russia], 
[Zelimkhanj Yandarbiyev 
[the incumbent president] or 
Maskbadov.” said Mr Adam 
Ismailov, a bearded 30-year- 
old fighter. 

What appeared to matter 
much more to the entire 
Chechen population was 
that the vote was free, fair 
and procedurally correct 

“We are using the voting 
procedures which the Organ- 
isation for Security and 
Co-operation in Europe 



spectacles to short-sighted 
voters. 

Chechens took special 
pains to guarantee the safety 
of international observers, 
i determined to avoid a dis- 
\ crediting repetition of the 
\ murder in December of six 
I Red Cross aid workers. 

\ Working in pairs. OSCE 
^monitors were supplied with 


four armed bodyguards and 
a two-car convoy for each 
tea m. “They tell us we are 
guarded better than the pres- 
ident,” one observer said, 
“and our hotel is like a for- 


Former Chechen guerrilla chief Aslan Maskhadov, left, votes outside Dzhokhar-Ghala, 
formerly Grozny, yesterday. Maskhadov is semi as front-runner by most observers iw* 


developed in Bosnia.” said 
Mr Vakha Gaisumov, chair- 
man of the Electoral Com- 
mission. “We want to show 
the entire world in what 
direction our republic is 
headed by conducting our 
elections in the most demo- 
cratic way." 

Mr Gaisumov's Polling 
Station No.41, housed in a 
partly blown-up building 
which was once a dry-goods 
store in central Dzhokhar- 
Ghala. formerly Grozny, was 
where refugees from three 
completely levelled villages 


in western Chechnya came 
to vote. 

Mr Gaisumov, himself a 
refugee, put together the vot- 
ers’ list by word of mouth, 
consulting with relatives 
and neighbours from his 
home village also living in 
the capital. 

People not on the list 
could vote by presenting 
documentary proof that they 
had been residents of one erf 
the three villages. 

All day long, two buses 
brought refugee voters to 
the polling station from the 


outskirts of Dzhokhax-Ghala. 
Former inhabitants of the 
three villages could also vote 
at polling stations in two 
other Chechen towns or In a 
border town in neighbouring 
Ingushetia. 

As a long queue formed on 
the icy street outside the 
windowless, unheated build- 
ing, Mr Gaisumov rushed 
around ensuring voters were 
properly registered, checking 
their right hands been 
sprayed with indelible ink 
after they had cast their bal- 
lots. and even leading his 


At Polling Station No.41, 
there was one Chechen elec- 
tion official with particular 
reason to revel in yester- 
day's festival of democracy: 
Mr Mukharbi Dudayev, the 
older brother of Dzhokhar 
Dudayev, the Chechen inde- 
pendence leader who was 
killed in mysterious circum- 
stances last year. 

"Dzhokhar would be 
happy with his legacy, this 
is what he struggled for,” 
said Mr Dudayev, standing 
beneath a portrait of the 
brother to whom he bears an 
uncanny resemblance. 

“If he were here today, he 
would say: ‘The day for 
which we have been waiting 
for three centuries has 
finally come. We’ve been 
moving towards this over 
the past few years, but now 
it is here'.” 


Berisha 
tries to 
assert 
control 


By Kevin Done and 
Karei Hope in Tirana 


Armed soldiers stood guard 
around the central bank of 
Albania and the headquar- 
ters of the state television 
last night as President Sail 
Berisha 's rightwing govern- 
ment took advantage of new 
powers to try to assert con- 
trol of the country. 

The ruling Democratic 
party has faced days of vio- 
lent protests across the 
country by desperate inves- 
tors, who have lost their 
savings in the collapse of a 
string of fraudulent pyramid 
finance schemes. 

Seven truckloads of sol- 
diers with automatic weap- 
ons parked near the B ank of 
Albania beside the defence 
ministry and patrolling 
police vans in Tirana’s cen- 
tral Skanderbeg Square 
underlined the government's 
nervousness following 
attacks on government 
offices, police stations and 
court buildings in particular 
in towns In the south of the 
country. 

Prison authorities said 
yesterday that two Inmates 
were killed in disturbances 
and a failed attempt to break 
out of a prison in central 
Albania late on Sunday. In 
the north of the country a 
gathering of several thou- 
sand in Shkodra. one of the 
few big cities where the 
mayor is not from the ruling 
Democratic party, was 
reported to have passed 
without violence. 

Mr Tritan Shehu. deputy 
prime minister and chair- 
man of the Democratic 
party, sought yesterday to 
shift the blame for the grow- 
ing turmoil on to the opposi- 
tion Socialist party. 

The government has prom- 
ised to begin to repay savers 
some of their deposits from 
the middle of next week 
from the funds of two failed 
schemes frozen in accounts 
of the state banks. 

Pyramid power, Page 16 


Stoyanov in 
plea to break 
deadlock 


By Anthony Robinson 
in London 


Mr Petar Stoyanov, 
Bulgaria's newly installed 
president, last night called 
on the country's deadlocked 
politicians to make the com- 
promises needed to form a 
caretaker government, stabi- 
lise Bulgaria's financial and 
economic crisis and prepare 
for elections in May. 

His call came hours after 
the Dutch foreign ministry, 
as acting European Union 
president, had expressed its 
deep concern at recent 
events in Bulgaria and called 
for “rapid and effective 
structural reforms”. 

Mr Stoyanov 9aid he 
would give a mandate to 
form a new government to 
the ruling Bulgarian Social- 
ist Party IBSP) today, as 
required by the constitution. 

But he appealed to the 
BSP leadership to hand back 
the mandate by noon and 
leave him free to form “an 
efficient caretaker cabinet 
supported by all political 
forces and institutions. 

“As of today, no party has 
stepped back. The opposition 
Union of Democratic Forces 
(UDF) calls for elections, and 
the ruling Bulgarian Social- 
ist Party (BSP) demands the 
mandate to form a govern- 
ment and introduce a cur- 
rency board. 

"But the EU statement 
makes it necessary to 
address the political forces 
and seek a way out of a cri- 
sis which threatens to be 
lethal for the Bulgarian peo- 
ple.” he said. 

Mr Stoyanov pleaded with 
the UDF to "demonstrate 
understanding” and end its 
two-week boycott of parlia- 
ment, and called on MPs of 
all parties "to work without 
a break for 10 days". 

He asked them to work on 
three priority projects: 
amendments to the budget 
law to allow a government 


to function until adoption of 
the 1997 budget, a package of 
laws related to the introduc- 
tion of a currency board, and 
a parliamentary resolution 
allowing a caretaker govern- 
ment to continue negotia- 
tions with the International 
financial institutions. 

The president, who advo- 
cated a strongly pro-Euro- 
pean and pro-Nat o line dur- 
ing . his presidential 
-campaign as the UDF candi- 
date, is due to meet Mr Mal- 
colm Rifkind, the British for- 
eign secretary, in Sofia 
tonight, before flying to 
Brussels far talks with EU 
and Nato officials. 

Bulgaria is expected to 
make a $138m Brady bond 
coupon payment today but 
its reserves are down to 
around $500m and It needs to 
find SI .3m to service its 
SlObn foreign debt this 
year. 

"Bulgaria needs very rapid 
reforms because we have 
large payments to make on 
our foreign debt in July and 
we cannot even think about 
a moratorium," Mr Stoyanov 
said yesterday. 

The Bulgarian lev has 
been in virtual free fall for 
the last month, dipping to a 
new low of 930 to the dollar 
on Monday from 70 a year 
ago. 

This was before a banking 
crisis which led to the clo- 
sure of 14 banks and a run 
on reserves. 

On Friday, the Bulgarian 
centra] bank gave up trying 
to control interest rates and 
replaced its former central 
rate with the average 
weighted monthly yield of 
short-term treasury bills. 

The savings bank immedi- 
ately doubled deposit rates 
to 360 per cent annually. But 
real interest rates remain 
negative as inflation has 
risen to hyper-inflationary 
levels of more than 50 per 
cent in January. 


German cabinet tensions 
rise on tax and welfare 


By Peter Norman in Bonn 


The tensions over tax and 
welfare reform inside the 
German government esca- 
lated dramatically last night 
when its special commission 
on securing the future of 
Germany’s pay-as-you-go 
pension system sharply crit- 
icised tax reform plans pub- 
lished last week by Mr Theo 
Waigel, finance minister. 

In an extraordinary move, 
Mr Norbert Biflm. the labour 
and social affairs minister 
and chairman of the pension 
reform commission, author- 
ised publication of a report 
which said Mr Walgel's 
plans would "make the 
adjustment of the old age 
pension system to future 
challenges more difficult". 

The report said the tax 
commission's proposed taxa- 


tion of pensions would cut 
net Incomes of those on 
higher pensions and those 
who had company and pri- 
vate pensions as well as 
state pensions. 

The Waigel plans, the com- 
mission report said, "made 
more difficult a needed 
expansion of company and 
private pension schemes”. 
Instead it called for tax 
incentives to improve the 
attractions of company and 
private pension provision. 

Mr BlUm’s action was a 
dear sign that the anger he 
displayed last week on learn- 
ing of the tax commission’s 
recommendations has not 
subsided. The longest serv- 
ing member of Chancellor 
Helmut Kohl's cabinet, Mr 
Bi flm has traditionally been 
loyal to the government and 
has acquiesced in many cuts 


in Germany's generous wel- 
fare benefits. 

But he was the sole cabi- 
net member to vote against 
the tax proposals last week 
when they were discussed by 
the leadership of Mr Kohl's 
Christian Democratic Union. 

Eyewitnesses spoke of a 
furious, red-faced Mr Biflm 
shouting at the chancellor at 
last week’s meeting and 
hinting tha t he might resign. 

The labour minister later 
modified his stance and 
talked of his determination 
to oppose the tax proposals 
from inside the government. 

The pension reform com- 
mission's report said that Mr 
Walgel's plans would have 
only a modest fiscal effect 
while "spreading uncer- 
tainty among millions of 
pensioners’' and costing a lot 
to administer. 


Orthodox church leads 
Belgrade protest march 


By Guy Dinmore and Laura 
Sifter in Belgrade 


Tens of thousands of people 
yesterday joined a religious 
procession led by the head of 
the Serbian Orthodox 
Church through the centre 
of Belgrade, sending a strong 
message to President Slobo- 
dan Milosevic that the pro- 
democracy movement can 
still muster mass support 

It was the biggest protest 
since up to half a million 
people celebrated Serbian 
New Year in on anti-Milos- 
evic rally two weeks ago. 
However, leaders of the 
Zajedno t Together* opposi- 
tion coalition privately say 
they are worried about how 
to maintain the momentum 
of 10 weeks of non-stop pro- 
tests against the annulment 
of opposition wins in local 
elections on November 17. 

In an attempt to seal 
cracks in his ruling coalition 
and faced with a mounting 
economic crisis, Mr Milos- 


evic is said to have agreed to 
embark on a privatisation 
programme. 

According to the indepen- 
dent VIP Daily News Report, 
the government will sell 
state property, such as 
hotels and restaurants, In an 
effort to ease his cash crisis 
and pay the police and army. 

This is not the first time 
Mr Milosevic has endorsed 
privatisation, and a western 
diplomat cautioned: "We’ll 
believe it when we see it" 

Mr Milosevic has recog- 
nised only a handful of oppo- 
sition victories but so far has 
refused to give up Belgrade 
and 14 towns. A municipal 
court in Belgrade yesterday 
ruled in favour of the origi- 
nal decision whicb annulled 
opposition wins in the capi- 
tal. 

Mr Igor Ivanov, the Rus- 
sian deputy foreign minister, 
was in Belgrade yesterday to 
meet opposition leaders and 
Mr Milosevic. 

Tbe Serbian president is 


hoping Russia will keep the 
lid on western pressure on 
Belgrade to restore the elec- 
tion results. 

Riot police lifted their cor- 
don around the heart of Bel- 
grade yesterday. At dawn 
Patriarch Pavle and dozens 
of priests led a solemn 
march of tens of thousands 
of people to mark the day of 
St Sava, founding father of 
the Serbian Orthodox 
church. 

The strongly nationalist 
orthodox church bad tacitly 
backed Mr Milosevic during 
the 1992-95 Bosnian war, but 
began to remove its support 
after the Serbian president 
abandoned attempts to carve 
out a Greater Serbia embrac- 
ing parts of Croatia and Bos- 
nia. 

The Serbian president so 
far has offered piecemeal 
concessions to the opposi- 
tion. Zajedno yesterday took 
control of the city council of 
Nis, ending more than 50 
years of co mmunis t rule. 
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Juppe pledges Jewish assets probe 

Paris to announce plans for identifying property seized during war 


The French government is to 
announce in the next few days 
details of a commission to identify 
and evaluate property and other 
assets confiscated from Jews during 
the second world war. 

Mr Alain Jupp£, the prime minis- 
ter. chose a speech last Saturday 
evening hosted by the French Jew- 
ish community to announce the ini- 
tiative. which he described as “a 
national duty more than just a 
moral action”. 

He wanted an evaluation of what 
hart been seized dining the wartime 
German occupation, where the 
assets were now held - notably any 
still in the hands of public authori- 
ties - and the legal position on their 
ownership. 

His comments at the annual din- 
ner of CRIF. the representative coun- 
cil for Jewish institutions in France, 
follow discussions with officials from 


the organisation, whicb has long 
called for such an Inventory. 

Mr Henri Hajdenberg. the lawyer 
who chairs CRIF, stressed that tbe 
most Important issue at stake was 
not the recovery of the assets but 


it also follows tbe setting up 
of commissions in Switzerland to 
identify the whereabouts of funds 
the Nazis confiscated from Jews dur- 
ing tbe war or that were left 
unclaimed in Swiss banks by Jewish 


Report by public sector watchdog has 
suggested nearly 2,000 confiscated works 
of art remain in the country’s museums 


the principle of identifying how 
much had been confiscated to form 
testimony to the acts of the past. 

Tbe latest move comes after Presi- 
dent Jacques Chirac in July 1995 
made an historic admission of the 
"errors committed by the state" dur- 
ing the second world war, opening a 
new era in French reflection on the 
Vichy era. 


victims of the holocaust. 

Sweden and Norway have also set 
up commissions to examine their 
governments' records during the sec- 
ond world war. 

CRIF said the decision by the 
French government to act now may 
in part be due to a change In the 
generation of political leaders, and 
the reflections triggered by the 50th 


anniversary of the end of the war. 

The organisation said it was 
impossible to quantify the size erf 
stolen Jewish assets. However, a 
report by the Cour des Comptes pub- 
lic sector watchdog In 1995 suggested 
nearly 2,000 works of art still held In 
the country's museums had been 
taken during the war. 

A book published last year argued 
that a number of apartments owned 
by the city of Paris had been confis- 
cated from Jews, forcing the city to 
postpone its plans to sell off many 
apartments. 

It said yesterday it was proceeding 
with the sale of more than 20 apart- 
ments today, but had carefully 
examined its records to ensure none 
of them could have been confiscated 
from Jews during the second world 
war. 


Andrew Jack 


EUROPEAN NEWS DIGEST 


Swiss envoy 
forced to quit 


The controversy over Switzerland's wartime dealings with. 
Nazi Germany baa claimed Its first political casualty- Mr 
Carlo Jagmetti, Swiss ambassador to the US, resigned 
yesterday following newspaper reports that he had 
advised the government to "wage war” against its 
overseas critics. 

comments, which have incensed Jewish 
organisations, were contained in a confidential 
memorandum. They have embarrassed the Swiss 
government just as It seemed set to turn the tide of 
international opinion with the establishment of a large 
fund to compensate victims and survivors of the 
Holocaust. 

Although Mr Jagmetti was due to retire in July, his 
sudden resignation has underlined the growing turmoil 
within Switzerland’s diplomatic ranks. His departure will 
increase the pressure to a more sympathetic figure ' 
front Switzerland's campaign to win round US public 
opinion. ' William Hall, Zurich 


Yeltsin calls off Dutch trip 

President Boris Yeltsin has scrapped plans to visit the 
Netherlands next week an his doctors’ recommendation: 
He is still recovering from the effects of pne umo ni a and > 
heart by-pass operation, which have kept him out of the 
public eye since January 6. 

The Russian media had built up Mr Yeltsin's trip as a 
critical test of his fitness to run the country, and its 
cancellation is likely to intensify parliamentary calls for 
him to step down. Mr Yeltsin, who is 66 an Saturday, had. 
been due to meet Mr Wim Kok, the Dutch prime minister 
anrt current chairman of the European Union, on 
February 4 to rHa/aisn economic ties. A Russian official 
said the m eeting would now be moved to Moscow at a 
later date. JoftB ThomhUL Moscow 

Editorial comment. Page 17 


Russian budget passed 


Russia’s 1997 budget has passed its fourth and final 
reading in the lower house of parliament, clearing its 
biggest legislative hurdle after a nine-hour debate. 
Opposition MPs argued about whether to seek additional 
guarantees from the government to increase social 
spending but eventually passed the budget 245-90. 

Tbe budget, designed to entrench Russia's successful 
stabilisation programme, envisages revenues of 
Rbs434,400bn ($78bn) and expenditures of Rbs529,000bn, 
leaving a budget deficit of JL5 per cent (excluding interest 
payments on government borrowings). However, some 
economists have branded it unrealistic, suggesting both 
the income and spending targets are optimistic. 

Mr Yegor Gaidar, former premier, said the budget was 
unlikely to be implemented in full and argued for further 
reform of social spending and a cut in overall government 
spending. John Thornhill 


Hope rises in Italian dispute 


Italy's engineering and metalworking workers appeared 
closer to a settlement of their pay dispute yesterday alter 
Mr Romano Prodi. the prime minister, met labour and 
business leaders to try to break the deadlock. The talks at 
Mr Prodi ’s office were followed by an announcement by 
Federmeccanica, the employers’ group, that it would meet 
unions during the day to resume talks. 

The protracted dispute, which has involved three 
one-day strikes since it began six months ago. affects 1.7m 
workers in a sector which accounts for 40 per cent of the 
country's industrial output Any deal is likely to set the 
tone for other pay settlements and prove vital to Italy's 
hopes of keeping a lid on inflation. Reuter, Rome 


Another Irish MP to depart 


Ms Maire Geoghegan-Quinn, a former Irish government 
minister, yesterday became the latest member of 
parliament to say she would not contest this year's 
general election. She is one of 13 who intend to stand 
down in what is seen as evidence of growing 
dissatisfaction with political life. 

Ms Geoghegan-Quinn, 46, once a challenger fin- 
leadership of Flanna Fail, was the first woman to be 
appointed to the Irish cabinet when she became a 
minister in Mr Charles Haughey’s govwnmfsnt in 1981. 

She said she was leaving politics because of media 
intrusion into her private life. Her loss is a big blow to 
her party, which could now face defeat in the Galway 
East constituency. 

Both tbe main parties, Flanna Fail and Fine Gael, 
report increasing difficulties recruiting “suitable'' 
candidates for a general election which must be held 
before November. John Murray Broom, Dublin 


Start date for oil pipeline 

Construction of an oil pipeline from Azerbaijan to 
Georgia's Black Sea coast will begin in March, according 
to Mr Zurab Zhvania. the chairman of the Georgian 
parliament 

It is expected to carry its first oil from the Caspian Sea 
by the middle of 1998 and will be one of the first oil routes 
In the former Soviet region to bypass Russian territories. 

The pipeline, with a capacity of around 200,000 barrels a 
day, is part of the $8bn ofishore project overseen by 
Azerbaijan International Oil Company, a consortium of 
several oil majors led by British Petroleum. 

Routing the pipeline through Georgia will have 
short-term benefits for its economy, but Mr Zhvania said 
during a visit to London that long-term political gnm« 
were even more important for his country. Georgia is 
keen to project itself as a safe and stable home for 
western investment in a region torn by multiple civil 
conflicts. Arkady Ostrovsky, London 
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W German inflation leaps 


WMBmOamany The iafl aflon rate in 
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four Lflnder (states). These 
show the cost of living 
index this month Increased 
by LB per cent compared 
with a year ago. Prices rose 
by 1.4 per cent in tbe year 
to December. Analysts 
believe the chant* pq of an 
early cut in interest rates 
have thus diminished 
further. The figure ha« also 
highlighted the effect of a 
severe winter on ’ 

Germany's economy: 
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seasonal food prices and energy prices are thought to 

have been particularly affected. However, part of the . 

increase reflects the ending a year ago of tbe “coal 
premie” - in effect, a tax on electricity consumption - ' 
which lowered the index figure for January 1996. This ■ 
month, the price index has risen by 0.4 per cent over 
Decern ber. Ralph Atkina, Barm 
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deceit in December compared with a surplus of L5,800hn a 
year earlier. The December current account deficit was •- 

Li48bn, against olASOibn surplus a year earlier. 
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Madrid Should meet the economic criteria, but politics has tied its fate inextricably to Italy’s 


aces extra hurdle in Emu race 
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'V ' "fis ^feugppeab-; 
/.-•£*' politicians 
once thought 
war too seti- 
- ous a matter 

to w-w-to 

■ now... . they 
Preparing believe mono- 

for Emu S 7 iS i0B " 

•- too serious a 

matter to 
entrust to economists.' 

If ebonies were the only 
consideration, in deciding 
whjch countries qciafifled for 
the first round (ftEtarqpean 
Tnooetary vuaiqn,' then Spain 
would probably make it and 
Italy would -not. \ 

“While themaiiets have a 
tendency to lunqj Spahi and 
Italy together - under the 
‘Club ; Med* '■ banner — as 
regards Emu, tbere are 
.strong arguments, why this 
should not he the case,** said 


Mr Colin Warren, interna, 
tlonal economist with Tokai 
Bank, in London. . 

Political reality, however, 
means both will, to all likeli- 
hood. be Judged together, 
whatever the economic real- 
ity. ... ... • . 

“Is it possible that Spain is 
allowed entry while a Group 
<tf Seven country like Italy is 
pushed out? That is not con- 
ceivable," said Mr Henrik 
L unihold t, chief economist 
at Bank of America in Mad- 
rid. “Italy has more political 
clout The political interest 
says Spain cannot make it 
alone, but on purely eco- 
nomic grounds it could." 

Most analysts agree that 
Spain’s economic fundamen- 
tals are much closer to meet- 
ing the criteria of the Maas- 
tricht treaty for membership 
of Emu t ha n are Italy’s. 

“On pure economics there 


is justification for Spain's 
membership," said Ms Haria 
Pornari, Italian economist 
for JJ». Morgan in Milan. “It 
Is not simply about Spain's 
ability to meet the Maas- 
tricht targets, but about Its 
sustainability." 

The world’s financial mar- 
kets also rate Spain's 
chances " of Joining Germany 
in Emu hi gh fir than Italy’s. 
The real yield' on Spanish 
long-term debt is currently 
only 90 basis points more 
than similar German bunds, 
whereas the figure for Ital- 
ian yields is around ISO. 

Italy has had great success 
reducing the level of interest 
on its government debt. This 
time last year Italian debt 
paid around 450 basis points 
more than bunds. But inter- 
national investors still 
demand a higher risk pre- 
mium than f Wim Spain. 


One reason is Italy’s very 
high level of public debt, 
amounting to 123 per cent of 
gross domestic product This 
is more than double the 60 
per cent level laid down in 
the Maastricht treaty and a 
third of all European Union 
public sector debt. “The 
level of Italian debt is 
scary.” said Mr Lumholdt 

In contrast, Spain's public 
debt amounts to only 66 per 
cent of GDP, in an economy 
only half the size of Italy's, 
“Clearly, the implicit threat 
to the stability of Emu from 
Spain is a lot less than 
Italy," Mr Lumholdt said. 

Analysts believe that 
excluding Italy and its debt 
at the outset would make 
Germany's citizens more 
willing to sacrifice their 
cherished D-Mark for the 
euro - the planned single 
European currency. Italy is 


likely to resist delay and 
unlikely to accept being 
passed over in favour of 
Spain for the first round. 

The two countries also 
have markedly different 
chances of meeting the 
annual budget deficit crite- 
rion for Emu. At 4-5 per cent 
of GDP last year and per 
cent estimated for this. 
Spain’s budget deficit Is 
expected to come dose to the 
3 per cent Maastricht target 

to 1997. 

Italy, on the other hand, 
has much further to go to 
dent last year’s budget defi- 
dt of 7.4 per cent of GDP. 
Most economists believe it 
will be lucky to cut spending 
to below 4 per cent this year. 

Even then, however, 
Italy’s "Eurotax” - a one-off 
surcharge expected to boost 
budget revenues by 0.7 per 
cent of GDP - could be ruled 


in breach of the Maastricht 
criteria by the European 
Commission. A large part of 
the Eurotax is to be 
refunded to Italian taxpayers 
by 1999. “Italy's Eurotax is 
not a tax at all, it is a loan,” 
said Mr Julian Jessop, chief 
European economist at 
Nfltko Europe in London. 

A further complication for 
Italy is the structure of its 
public debt. Most of it is 
very short term or linked to 
interest rates. A higher pro- 
portion of Spain’s debt is in 
fixed and longer term matu- 
rities. This, say economists, 
means Italy is more vulnera- 
ble than Spain to a sudden 
rise in interest payments. 

An unexpected shock, 
such as a political crisis over 
Italy's widely expected sup- 
plementary budget later this 
year, could push the repay- 
ments on Italian debt 
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sharply upwards and throw 
its budget projections into 
disarray. “The risk of relying 
on rate savings as a substi- 
tute for structural reforms is 
high," Ms Fomari said. 

• Most European investors 
still expect Italy to qualify 
for Emu at the same time as 
Spain, with the proviso that 
Germany is likely to push 
for a delay before the Medi- 
terranean economies are 
allowed to join. 


Under this scenario, the 
so-called “baffling" countries 
- an acronym for Belgium, 
Austria, France, Finland. 
Luxembourg, Ireland, the 
Netherlands and Germany - 
would push ahead in Janu- 
ary 1999. Italy and a genu- 
inely baffled Spain would fol- 
low latm*. in 2000 or 2001. 

Richard Adams 
and Edward Luce 


Euro will mean huge upheaval for coin-handling machines 


By Peter Marah in London 

Early next century, if all goes to plan, 
the 70 or so different coins rlrwiin thi g 
throughout the nations of the Euro- 
pean Union will be replaced by just 
eight new euro coins of different 
denominations - a prospect to focus the 
mind of any manager involved with 
automatic coin handlings 
- European monetary union could her- 
ald a huge upheaval for the operators 
.of the 7m or so mechanisms around 
Europe that rely on -coins to make 
them work. The costs in altering exist- 
ing mechanisms, spare parts tram- 
tog could be Ecol5bn ($l?.8bn), the 
industry estimates. 

Of the 7m machines, rou g hl y »wit 
are vending machines dispensing food, 
drink and other consumer -items such 


as cigarettes. The rest include pay 
phones and ticketing and gaming 

BWIfthlnWL 

Farthest ahead to their planning for 
. the switch are manufacturers of 
vending systems, which generally han- 
dle a wider range of coins and dis- 
pense a greater, variety of items than 
the other types of machine. 

.Companies to the vending industry 
are used to handltog .alterations in the 
shapes and sizes of coins in purely 
national currencies. For fruttamw, UK 
operators are starting to adjust their 
machines for the new £2 and 5 Op 
pieces which will become legal tender 
later this year. 

Bat a change to a large number 
of leading European national 
currencies, all squeezed into a 
short time, would present the industry 


with an unprecedented challenge. 

“It could be a logistical nightmare." 
says Mr David Orton, managing direc- 
tor of Coin Controls, a British com- 
pany which is one of three businesses 
do minating ' the $2 00m a year industry 
in Europe of selling coin recognition 
systems, the essential “brains* to a 
vending system. 

The recognition systems normally 
work by a combination of optical and 
inductive sensors controlled electroni- 
cally. The other two leaders in this 
equipment to Europe are Mars Elec- 
tronics International and National 
Rejectors, both US-owned. 

Counting only the vending 
machine s, Mr Moritz Bfittinger, sec- 
retary-general of the European 
Vending Association, a trade body for 
the industry, thinks ft will cost about 


EculObn to change over the systems to 
the euro, with most of the cost borne 
by his association’s members. 

Including all types of coin-controlled 
systems, the cost estimate rises to 
some EcolXbn. 

“The euro is a big headache for most 
of us - I can't see much good coming 
out of it,” Mr Kdttmger says. 

According to the association, the 
European vending industry accounts 
for annual sales of some EculSbn, 
including both equipment sales and 
rental foes plus the value of the con- 
sumer items dispensed from the 
machinery. 

For many in the industry, a crunch 
point will come next year when proto- 
types of the eight denominations of 
euro coin, valued at between 0.01 euro 
and 2 euros, are due to be unveiled. On 


current reckoning the coins will 
become legal tender during 2002. 

Opttous for the shapes and sizes of 
the new coins are being thrashed out 
in discussions involving the E ur ope an 
Commission, the European Monetary 
Institute (the forerunner of the pro- 
posed European Central Bank), and 
national minting ageneies, together 
with business representatives from 
industries such as banking, retailing 
and vending systems. 

Mr Gfinter Kuhl. European sales 
manager for National Rejectors, says 
his company, like others in the indus- 
try, should be able to handle the 
switch to the new coins fairly easily - 
but only if operators give them enough 
time to avoid bunching of work on 
converting old machines. 

“If it all has to be done in the last 


year before the switch to the euro in 
2002, It will be too late,” he said. 

While most people in the vending 
equipment sector fret about the things 
that could go wrong with the changes, 
some are more confident. Mr Hans 
Are, financial manager at Jede, a 
Swedish maker of vending systems, 
says he is sure large-scale problems 
will be avoided through the industry 
acting in collaboration in time. 

Mr Luis Rnra de Galarreta, interna- 
tional customer services manager at 
Azkoyen, a Spanish vending equip- 
ment supplier, is determined to look 
on the bright side. 

His company is hard at work on new 
systems that recognise the euro along 
with existing national currencies. “It 
win be an opportunity to sell new and 
better machines,” he declares. 


wait and see stance 


By William Dawkins in Tokyo 
and Andrew Fisher . 
in Frankfirt 

Japanese businessmen and 
bankers are for the first time 
taking tbe prospect ot Euro- 
pean monetary union seri- 
ously. . . 

The initial response to 
Emu is that it poses, for 
Japan, an as yet 'unclear 
mixture of opportunity and 
risk. 

. Japan's broadly positive 
view of the planned Euro- 
pean single currency was 
expressed in a recent speech 
in Frankfurt by Mr Toyoo 
Gyohten. senior adviser to 
the Bank of Tokyo-MStsubi- 
shi. In fact it was significant 
that he chose to outline 
Japan’s views on Emu at aH 

During a recent visit to 
Tokyo, Mr Kenneth dazke, 
UK chancellor of tbe exche- 
quer, found .the Japanese 
financial community almost 
silent on the subject, prefer- 
ring to sift -through informa- 
tion before voicing a view. 

But by dropping this 
reserve, Mr Gyohten demon- 
strated bow the Japanese 
business- community was 
starting to see the potential 
benefits of a strong and sta- 
ble euro. These include 
savings on . foreign exchange 
transactions within Europe 
and between Europe and 
/ Japan, plus improved global 
monetary stability. 

On the risk side, a success- 
ful euro would also, pose a 
“new and quite significant 
challenge far the yen" by 
g-y pnnritncr the role currently 
played .by the D-Mark . in 
world currency affairs. 

: including "Asian, niarkets, 
said Mr Gyohten, a fanner 
senior Japanese finance min-. 

. istry and mtematioual mon- 
etary 'official. But 'that too, 

. had an advantage. 

; "The entry of a strong 
- challe nge^ the euro, on the 
Asian scene will provide a 
very healthy stimulus for 
the yen and- Japanese, busi- 
ness,* he said, gddtog that 
: until late 1995,. rwe Japanese 
were very .-much influenced 
"jay. What I call Anglp-Saxan. 
cynicism" about whether 
Km n would ever see the 
Jjgrt of day”. 

/. Japanese businessmen 
ieUeved it would happen but 
re maine d concerned - about 
whether the euro would 
berime a stron& depteidable 
currency.- ■ 

: Concern centred on 
whether countries wanting 
to participate in Emu would 
achieve the -necessary eco- 
nomic convergence in time. 

If the new., currency did 
prove unstable, “distur- 
bances in the enro could 
^prehd to the rest of the 
world, making the global 
monetary situation more vol- 
atile and . fragile,". Mr 
.Gyohten warned- • 

: He said, however, that 
such worries should not be 


over-stated and did not. nec- 
essarily represent the major- 
ity view. “I think Japanese 
business is watching the sit- 
uation - probably holding 
its breath to some extern - 
with a delicate .mixture of 
hopes and concerns.". ~ - 

As to whether the UK 
should join, he said Japanese 
business generally believed 
that the UK should and 
would do so. “My impression 
is that Britain will have to 
join the Emu scheme sooner 
or later." . 

UK batiks and securities 
houses to Tokyo are working 
overtime preparing Emu pre- 
sentations for clients and a 
seminar by the European 
Union-Japan Industrial. 
Co-operation Centre tomor- 
row has attracted interest 
from more than 200 people. 

The reason for the new 
euro-interest from Tokyo is 
obvious. 

Japanese manufacturing’s 
substantial investment to 
the UK - 40 per cari of the 
country's total direct invest- 
ment to the European Union' 
- and the large number of 
Japanese banks and stock- 
brokers to the City of Lon- 
don mean Japanese and. UK 
interests are closely aligned. 
Clearly, it is Japan’s inter- 
ests to have a stable. lint 
between sterling and tbe 
euro,, and to safeguard its 
stake to London. 

On the .whole," the UK gov- 
ernment strategy of with- 
holding its decision on 
whether or not to join Emu 
until it is convinced that 
‘membership would serve its. 
economic self-interest, is 
well received in Tokyo. 

“It is not bad for us and 
for the rest of the world if 
the UK stays out for the. 




moment- We like to have a 
counterpart to Europe which 
is an independent nation 
state.” says Mr Yoshio 
Suzuki, Japan’s shadow 
, finance mfoiater to the oppo- 
sition New Frontier party. 

: i But he and several senior 
bankers point out they 
expect, with some relief, a 
Labour government to be 
more positive towards the 
euro. 

Why the relief? As Mir 
Gyohten points out there is 
considerable doubt to Japan 
as to whether London could 
-really survive as a leading 
financial centre if Britain 
did not join Emu. 

. Another senior Japanese 
banker, a former diplomat, is 
more blunt. He points out 
that even if Britain joins 
. Emu, the City of London will 
'find it hard to compete to 
trading to tbe euro and euro- 
qenomlnated instruments 
against tbe combined forces 
of Frankfurt, Paris, Brussels 
and Amsterdam. 

. . The continental four could 
well act as a stogie currency 
market, he believes. If the 
UK was an outsider, the 
City’s access to stogie euro 
currency markets ' might be 
impeded. "Japanese financial 
institutions would then suf- 
fer some frustrations. That 
is why we are so anxious to 
get some more information." 

But Mr Gyohten is con- 
vinced Britain’s enlightened 
self-interest will ultimately 
preyalL “Probably, the 
majority, view of Japanese 
business is that Britain will 
come along, to the interests 
of the United Kingdom, they 
[Japanese businessmen] 
think that participation in 
Emu will be quite necessary 
and even indispensable.” 


Five Star 
Public Relations 


WE COULD SAY 

WE’RE A 5-STAR PUBLIC RELATIONS AGENCY 
WITH FEW EQUALS. 



That we have 
a reputation for 
kept promises and 
enthusiastic 
teamwork. 


That our clients 
find we are 
responsive, 
meet the brief and 
charge fairly. 


That they are likely 
to reappoint us. 
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Soaring currency hits exports 

Czech trade 
deficit at 
record level 

By Vincent Boland In Prague Czech RepubHc 


The Czech Republic's foreign 
trade deficit reached a 
record K£160.3bn (*5.8bn) 
last year as a slowdown in 
western economies and the 
strength of the koruna left 
exporters struggling. 

When a surplus on ser- 
vices. likely to be KCSObn in 
1996. is deducted, the coun- 
try's current account deficit 
last year is expected to be 
about 7 per cent of gross 
domestic product. That is 
one of the highest levels in 
the world, placing it along- 
side Malaysia and Thailand 
among countries with high 
external deficits. 

The result for 1997 is 
expected to be even higher, 
at 6 per cent of gross domes- 
tic product, because of slug- 
gish economic growth and 
the soaring koruna. 

The latter has risen by 
about 5 per cent against the 
main western currencies 
since last s umm er reaching 
an all-time high against the 
D-Mark earlier this month. 

The overall balance of pay- 
ments deficit, however, is 
reduced by high tourism rev- 
enues. and the central bank 
also has large foreign 
exchange reserves. 

Last year's deficit caused 
few surprises although it 
was at the high end of pessi- 
mistic expectations. It is 
unlikely to lead to any 
immediate policy change but 
will add to pressure for the 
koruna to fall 

The central bank has the 
freedom to reduce the value 
of the currency fay around 10 
per cent against the US dol- 
lar and D-Mark, against 
which it is fixed, without a 
devaluation being necessary, 
because the koruna is cur- 
rently at the top end of its 
7.5 per cent upper band. 

The most worrying aspect 
of the deficit, economists 
said yesterday, was that 
exports had stagnated 
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recently while imports had 
kept rising. While much of 
the import bill is for machin- 
ery and technology which 
should help Czech compa- 
nies modernise, there are 
few signs so Car that indus- 
try is becoming more effi- 
cient- 

There were also high 
imports of cars and con- 
sumer goods. A sharp real 
rise in retail sales late last 
year suggested Czechs spent 
heavily on luxury goods, pre- 
ferring to spend their money 
rather than leave it with 
banks, which were hit by a 
series of well-publicised fail- 
ures in 1996. 

“More spending is exactly 
what we do not want at the 
moment," said Mr Vladimir 
KreidL an economist at the 
investment bank Patria 
Finance. 

In recent weeks, the gov- 
ernment has introduced 
some technical measures to 
help exporters but has 
rejected demands for a 
devaluation or impart sur- 
charges as it believes indus- 
try must restructure. 

It is also moving to clean 
up the country's unruly capi- 
ta) markets, which are 
blamed far weak inflows of 
long-term foreign capital and 
for damaging the country's 
reputation as an investment 
location. 


Spanish government tries to deflect fire 


By David White in Madrid 

Spain's centre-right 
government is preparing to 
heighten a feud with the 
opposition over charges that 
the previons Socialist 
administration let Pta20Cbn 
(SI.Sbn) slip oat of the pub- 
lic parse. 

The dispute involves some 
600 large tax demands that 
are deemed to have lapsed. 
About half are believed to 
be for corporate tax. Mr 
Rodrigo Rato, finance and 
economy minister, said the 
government would demon- 
strate that negligence by the 
Socialist administration bad 
led to an effective fiscal 
amnesty. 

The first recriminations 
about “delays and irregular- 


ities” in die handling of tax 
investigations were made 
two weeks ago by Mr Juan 
Costa, state secretary for 
finance. He is due to appear 
in parliament tomorrow to 
justify the allegations. 
Although the government 
has steered clear of direct 
charges of corrupt practice, 
members of the governing 
Popular party have accused 
the Socialists of favouring 
their business allies. 

The Socialist party, which 
was in power from 1982 
until last spring, has deeded 
the insinuations. 

Mr Felipe Gonzales, party 
leader and former prime 
minister, added fuel to the 
fire by challenging the gov- 
ernment to disclose the 
names of companies 


involved in die tax cases. 

Under current Spanish 
law, tax rfatwiw against indi- 
viduals or companies expire 
after five years, but this 
period can be extended if 
the tax authorities open an 
official investigation. 

After a long legal wrangle 
over the workings of this 
“stop- th e-clock” . rule, the 
Supreme Court set a prece- 
dent last February, just 
before the general election. 
In a case involving a paper 
manufacturer it judged that 
the five-year rule could not 
be suspended if tax inspec- 
tors faded to wind op their 
case within six months. 

For many political observ- 
ers, the government's con- 
centration on its predeces- 
sor’s record highlights its 


own difficulty in adapting to 
the exercise of power. 
Almost a year after winning 
its first general election vic- 
tory, they say, the party 
continues to behave as if it 
were in opposition. 

The g ov e rnment has not 
missed the opportunity of 
pointing out the coincidence 
between the Pta200bn figure 
cited in the tax allegations 
and the amount it is aiming 
to save through this year's 
freeze on public sector pay. 
This is the most unpopular 
of the measures taken so far 
in Spain’s drive to meet the 
budget conditions for Euro- 
pean monetary union. The 
message is that the pain 
might not have been neces- 
sary if the Socialists had 
handled their affairs better. 



Felipe Gonzdlez: ‘name names' challenge to accusers : 


Booming business brings bombs to Budapest 

Criminal gangs fighting to control Hungary’s flourishing sex industry are bringing, mayhem to 
the streets of what was once considered one of Europe’s safest cities, writes Virginia Marsh 


O nce one of Europe's safest 
cities, Budapest is being 
rocked by a spate of gang- 
land bombings and shootings. More 
than a dozen such incidents in as 
many weeks culminated in an anti- 
tank mortar attack an a nightclub 
on New Year's Eve, and there have 
been more grenade explosions 
since. 

Police say the attacks are part of 
a power struggle between organ- 
ised criminals whose rise has been 
one of the worst by-products of 
Hungary’s transition to capitalism. 

One of those killed before Christ- 
mas was a well-known pimp, active 
in a flourishing sex industry that 
ranges from producing pornogra- 
phy through to trafficking and sell- 
ing women and children for sexual 
exploitation. 

“There’s a new fight going on 
between the Ukrainian and Hun- 
garian mafias," says Ms Zsuzsa 
Radar, a trade union official active 
on women's issues. *Tt used to be 
that the Ukrainian pimps con- 
trolled the bar, disco and hotel 
prostitutes and left the Hungarian 
pimps with the streets. Now, the 
Ukrainians want a bigger share." 

Prostitution is nothing new for 
Hungary but it has exploded, like 
the rest of the sex industry, since 
the collapse of communism. 

Ms Kadar draws parallels 
between Budapest and Bangkok. 
Asia's sex capital. She says there 


are some 60,000 prostitutes: from 
those who discreetly target smart 
city-centre hotels to the barely- 
dressed women who parade, day 
and night, along the streets of the 
City's 8th district - to the fury of 
local residents and the parents 
whose children must walk past 
them on their way to school. 

Thousands more work as dancers 
and hostesses in bars and night- 
clubs or in pornography. It is esti- 
mated that between 100 and 120 
feature-length pornographic films 
are made in Hungary each year, 
mainly for western European mar- 
kets - something which is toler- 
ated because of the large sums of 
money involved. This has helped 
keep alive the country’s once 
important film industry, which has 
been hit badly by the post-Commu- 
nist recession. 

Much of the pornography is 
made by foreigners, who, to the 
concern of the police, are increas- 
ingly active in the local sex indus- 
try. The growing involvement of 
international criminal groups, 
according to police and activists, is 
a significant factor behind the 
upswing In migrant women and 
children working in the industry. 

“Hungary is both a source [for 
the sex industry], a point of transit 
and a destination," says Ms 
Antonia Burrows, a British univer- 
sity lecturer who has been active 
in women's groups since moving to 


Hungary in 1988. "The Budapest- 
Vienna axis is now the most impor- 
tant east-west route and Budapest 
is where the deals are made." 

The interior ministry estimates 
about a third of prostitutes in 
Budapest are immigrants, many of 
them from neighbouring Ukraine 
and Romania. Like many Hungar- 

Pornographic 
films have helped 
keep alive the 
country’s once 
important 
movie industry 

lan prostitutes, some end up fur- 
ther west - in Austria, Belgium or 
the Netherlands. Police in Vienna 
estimate that two thirds or more of 
prostitutes working there are for- 
eign. 

Many are driven to prostitution 
by the widespread poverty and 
mass unemployment caused by the 
transition from wwnmnnisw Oth- 
ers are tricked into the sex indus- 
try after answering innocent 
sounding advertisements offering 
good salaries in the west tor au 
pairs or waitresses. 

The Geneva-based International 


Organisation tor Migration says it 
is easier and less expensive to 
bring women from the region to 
western Europe than it is from 
other developing countries. Dis- 
tances are shorter, citizens from 
many former east bloc countries no 
longer need visas and, as the 
region is so close to the European 
Union, traffickers can easily afford 
to replace women after a short 
while with new recruits. 

It says countries in the area are 
ill-prepared to combat the growing 
global trade In migrants - a busi- 
ness which the United Nations esti- 
mated in 1994 was earning c riminal 
organisations up to $3L5bn a year. 

Part of the problem, according to 
the 10M, is that trafficking in 
human beings is not a crime in 
many states and that, in others, 
the penalties are often "absurdly 
low”. Along with other groups, it is 
pressing for greater co-ordination 
on migrant trafficking between 
European countries, including bet- 
ter extradition procedures. 

"The criminals slip aver the bor- 
der and laugh at you from the 
other side." says Ms Burrows. "The 
women when caught are all too 
often deported. Instead, they 
should be granted temporary resi- 
dence rights and encouraged to 
give evidence.” 

The issue has begun to receive 
more attention since Ms Anita Gre- 
din, a former Swedish immigration 


minister, became the EU justice 
and home affairs commissioner 
two years ago. Ms Gradiu, who 
says the fight against organised 
crime and drugs 1$ her top priority, 
is concerned, among other things, 
that c riminal groups are-inovihg 
into migrant trafficking' because 
the risks are so much lower than 
for drug smuggling. . 

Ms Kadar believes greater aware- 
ness of trafficking and sexual 
exploitation and an education cam- 
paign aimed at school children is 
one of the tow. effective means of 
combating what, she says,- is 
already a deeply entrenched indus- 
try. '* . 

Few hold out much hope that the 
police, tainted by their years as 
agents of the Communist 1 regime 
and now demoralised by internal 
corruption scandals and by low sta- 
tus and pay. will be able to deal 
with the problem in the immediate 
future. o 

Women's groups say tha authori- 
ties are in a quandary ovies;-jiqw to 
deal with the sex industry but that, 
faced with a barrage of criticism 
over the recent shootings, the main 
thrust of policy is to protect society 
against the industry, rather than to 
help prostitutes or the victims of 
trafficking or to stop it spreading 
farther. . 

"The sex industry is alL around 
us," says Ms Kadar. "But in this 
country it is still a taboo subject." 
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Network may sue Washington to get bureau approved 

CNN in row over Cuba 


By Raymond Snoddy 
in London 

Cable News Network, the 
international television news 
organisation, is planning to 
take the US government to 
the federal courts if it is 
refused permission to estab- 
lish a bureau in Havana. 

After detailed talks with 
Mr Fidel Castro, the Cuban 
president, CNN was given 
permission to set up the 
operation last year. How- 
ever, the Atlanta-based 
group founded by Mr Ted 
Turner has found its plans 
held up by the need for US 
government approval. 

The last US news organisa- 
tion reporting from Cuba 
was expelled 30 years ago. 
but the current problems 
arise from the US trade 
embargo with Cuba. Permis- 
sion has to be obtained 
under Trading With the 
Enemy legislation and the 
Helms-Burton Act. intended 
to prevent companies from 
investing in Cuba. 

The issue will go to Presi- 


Fonner US president Jimmy Carter has attacked US 
legislation tightening the economic embargo on Cuba, 
saying it is the "worst mistake" a US administration has 
ever made. Canute James reports from Kingston. 

“It tends to make [President Fidell Castro look like a 
David fighting against a Goliath, making him a hero to 
some people," Mr Carter said daring a visit to Kingston. 

The Helms-Burton Law, which threatens penalties against 
foreign companies and businessmen doing business 
involving nationalised property in Cuba, allows Mr Castro 
"to play the martyr while doing little to advance democracy 
in Cuba". 

Mr Carter said the law gave Mr Castro “an undeserved 
excuse for his own economic and political failures and for 
his inability and unwillingness to grant the Cuban people 
the freedom and democracy they deserve". 


dent Bill Clinton for a final 
decision. Mr Tom Johnson, 
chairman of the CNN News 
Group, who was in Washing- 
ton yesterday to continue 
lobbying, said he was 
"guardedly optimistic" that 
permission would be 
granted. 

"In the event we are 
denied approval we will seek 
redress in the US federal 
courts," said Mr Johnson. 
Lawyers specialising in the 
First Amendment, which 


guarantees freedom of the 
press, have already been 
hired. If that approach did 
not work, Mr Johnson said 
he would try to get legisla- 
tion initiated in Congress. 

“There is no more impor- 
tant principle than freedom 
of the press." said Mr John- 
son. and this applied particu- 
larly when the obstacle bad 
been created by a country 
which was a bastion of that 
freedom. 

Last week Mr Johnson met 


Mrs Madeleine Albright, the 
new US secretary of state, to 
discuss the issue. 

“We have been advised 
that a recommendation to 
President Clinton will be 
made shortly," the CNN 
chairman said. 

CNN has a team of five 
ready to begin Cuban cover- 
age as soon as permission is 
givea. There will be two 
local hirings but the bureau 
chief will be a CNN staffer 
with a Latin American back- 
ground. Ms Lucia Newman. 

The Cuba n-Ameri can 
National Foundation, a 
Miami-based group opposed 
to communist rule in Cuba, 
has raised no objection to a 
CNN office in Cuba, 
although it would like to see 
other news organisations 
receive the same permission. 

In March CNN will launch 
its CNN en Espahol for Latin 
America from its headquar- 
ters in Atlanta. The city was 
chosen rather than Miami to 
avoid direct political pres- 
sure from Miami -based lobby 
groups. 


Foreigners plead to be heard 


By Bruce Clark 
in Washington 

Dunkin' Donuts, tbe 
fast-food chain that Presi- 
dent Bill Clinton used to 
patronise in bis native 
Arkansas, is about as Amer- 
ican in most people's minds 
ns baseball or apple pie. 

But if present political 
trends continue, the com- 
pany may soon be denied 
the opportunity to con trib- 
ute to US political parties 
because it is foreign -owned 
- part of the UK-based food, 
drink and retailing con- 
glomerate Allied Domecq. 

As controversy over the 
role of "foreign money" in 
US politics grows, so does 
the pressure for tighter 
restriction - at least on a 
voluntary basis - of the 
political donations made by 
companies with non-US par- 
ents. 

The Democratic National 
Committee, which has had 
to return SI. 5m in contribu- 
tions from "questionable 


sources" - mostly with 
Asian business connections 
- announced last week that 
it would no longer take 
money from the US subsid- 
iaries of foreign companies. 

The gesture was Iras dra- 
matic than it sounded, 
because it did not immedi- 
ately affect two party war 
chests that are used to sup- 
port Democratic candidates 
in the House and Senate 
respectively. 

But a senior official at one 
of tbose funds, the Demo- 
cratic Congressional Cam- 
paign Committee, told Roll 
Call, the Capitol Hill gossip 
sheet, that it also expected 
to start turning away the 
money of foreign-owned 
companies. The Senate fund 
said it would continue to go 
by the law. which bars 
direct donations from for- 
eign companies but allows 
their US subsidiaries to con- 
tribute. 

The idea of foreigners 
buying influence in US poli- 
tics, and access to the presi- 


dent. has touched a raw 
nerve - and the White 
House has been embarrassed 
by revelations about the 
zealous fund-raising activi- 
ties among Asian and Asian- 
American businessmen by 
Mr John Huang, a Taiwan- 
ese- American banker and 
former DNC official. 

President Bill Clinton 
admitted last month that it 
was "clearly inappropriate" 
that Mr Wang Jon. the head 
of a Chinese arms concern, 
had been entertained in tbe 
White House after making 
connections with DNC fund- 
raisers. 

But businesses that are 
long-established in the DS, 
and happen to have foreign 
parents, are dismayed at the 
prospect that they will be 
denied the ability of make 
their voice heard on the 
same basis as their US- 
owned competitors. 

Mr Todd Malan, a spokes- 
man for the Organisation 
for Internationa] invest- 
ment, which represents US 


subsidiaries, said such 
restrictions would be 
amount to unfair discrimi- 
nation. The ownership of 
multinationals whose stock 
was heavily traded in more 
than one stock exchange 
was often difficult to pin 
down, he said. 

A spokesman for MCI, the 
US telecoms operator which 
has announced a S2Qbn 
merger with British Tele- 
communications. noted that 
the current controversy 
mainly concerned contribu- 
tions to political parties - as 
opposed to the funding of 
individual campaigns by 
pressure groups known as 
“political action commit- 
tees". 

MCI bad organised PACs 
in support of Individual can- 
didates and it expected to 
continue doing so, but it 
would also abide by any 
code of conduct set by the 
parties. Mr Robert Stewart, 
the company spokesman, 
said: “The parties have the 
right to set their own rules." 


Reform plan stirs Toronto 


Opponents even 
want to secede 
from Ontario 
province to save 
the city, writes 
Bernard Simon 

V isitors to Toronto are 
unlikely to enthuse 
about the scenery or 
tbe weather. Some feel the 
most impressive sight in 
Canada's biggest city is the 
bulbous retractable roof of 
the SkyDome baseball sta- 
dium. firmly shut at this 
time of year to keep out 
snow, freezing rain and ice 
pellets. 

Yet Toronto has no short- 
age of fans. Clean and safe 
streets, efficient municipal 
services and vibrant ethnic 
neighbourhoods belp make it 
one of the world's most 
admired cities. A task force 
of five civic leaders con- 
cluded last year: "Greater 
Toronto is one of the few 
city-regions that combine all 
the ingredients for social 
and economic success." 

But passionate debate has 
erupted in recent weeks 
about whether that success 
can be sustained - in the 
face of a blizzard of local 
government reforms pro- 
posed by the provincial gov- 
ernment of Ontario. 

The debate bas been 
uncharacteristically angry. 
One dissident group even 
suggested that Toronto, 
which has about a quarter of 
Ontario's population, should 
secede from the province. At 
the same time, a columnist 
in the Toronto Star, support- 
ing the proposals, accused 
the “downtown elite" of 
working themselves into a 
“righteous froth". 

The province's reforms are 
part or the governing Pro- 
gressive Conservatives' 
common sense revolution", 
designed to shrink the public 
sector and improve the effi- 
ciency of what Is left 
They also reflect a drive 
among financially strapped 
governments across Canada 
to push responsibilities - 
and the financing headaches 
that go with them - to the 
level of government below. 

Ontario is in an especially 
tight corner. The Conserva- 
tives. who took office in mid- 
1995. have promised both to 
eliminate a budget deficit of 



Toronto's SkyDome and CN Tower, clean and safe city 


C$1 Obn (XJS$7.4bn) by 2001 
and to slash Income tax 
rates. 

Under the reforms, six 
municipalities that make up 
metropolitan Toronto would 
merge in a single "mega- 
city" of 2.3m people. The 
number of city councillors 

would fall from 120 to 44, 
and the government has 
promised big savings by 
rationalising municipal 
bureaucracies. 

The government also plans 
to "disentangle" provincial 
and municipal finances. The 
province would gain tighter 
control over education by 
funding schools entirely 
from general tax revenues. 
At present, a portion of 
municipal property taxes 
goes to education. 

Local authorities would 
then be free to use property 
taxes entirely for local ser- 
vices, including some func- 
tions now financed largely 
by the province. 

Critics or amalgamation 
contend it is a solution to a 
non-existent problem. They 
question whether the antici- 
pated savings will be real- 


ised, and worry that one big 
municipality will have less 
incentive to maintain and 
revive old neighbourhoods 
in central Toronto, a policy 
that has helped keep urban 
decay in check. 

But the angriest protests 
are over the province's plan 
to Include social services 
among functions to be 
shifted down to local author- 
ities and financed out of 
property taxes. 

U nder the proposals, 
municipal funding 
of welfare assis- 
tance, child care and hostels 
for the homeless would 
climb from 20 per cent to 50 
per cent. Municipalities 
would gain total responsibil- 
ity for low-income housing 
and public health. 

Toronto would end up 
with a disproportionately 
heavy burden. About 18 per 
cent of households have an 
annual income of less than 
C$ 20,000 fUS$l4.840). more 
than double the proportion 
in the affluent suburbs that 
ring the city. 

As with most urban areas. 


Toronto also bas more senior 
citizens, disabled people and 
single-parent households. It 
accounts for 45 par . cent of 
Ontario's public housing. 

Generous social 'Security 
benefits are widely eftedas a 
cornerstone of Toronto’s 
famed civility. The 4ty has 
no slums and relatively few 
homeless people. It recorded 
60 murders last year,- just 
two more than Buffalo.. New 
York, tbe nearest US xity, 
with a population only one- 
eighth of Toronto’s. ' V 
Critics assert that -current 
property tax rates would fall 
for short of the cost ofsodal 
services, especially when 
demand for those services 
rises in tough times. . > \' 1 t 
Ms Anne Golden, ' who 
chaired last year's- task 
force, said the reforms would 
“set in motion a downward 
spiral of service cuts, tax 
increases and ato&femient 
loss - the very downward 
spiral that has devastated 
American urban centres and 
that we have so successfully 
avoided up to now”. - 
The Board of Trade of Met- 
ropolitan Toronto, normally 
a bulwark of Tory support, 
has also condemned the- pro- 
posals. It estimates toe aver- 
age homeowner would face a 
tax increase of C$350 a year. 
Business taxes, already 
among the highest in North 
America, would alto. soar.. 

Mr George FlerheD^*, the 
board’s president, says: “It is 
not reasonable to tariff local 
councils, local businesses 
and local residents responsi- 
ble for a local burden of 
social need which.- arises 
from -economic conditions 
which have no relation to, far 
respect for, municipal 
boundaries." ..V.. . 

The government aims to 
push all its / - proposals 
through the provincial legis- 
lature this spring. ~K has 
refused to be bound by' a 
plebiscite on aimai gg jnatimi . 
that the six municipalities 
plan to hold next month- : 

Mr Mike Harris, the proy- : 
ince’s premier, indlcatadlast 
week he might campitBiilse- 
on social services ffxgindng- 
by setting up a buffarfoad 
with contributions from.- the, 
province.- the new'^mega- - 
city” arid other; wealthier 
municipalities in oforeguKL 
But this : concession is - 
unlikely to satisfy many crit- 
ics. Tbe stage is. tot tor a . 
most anTaronto-lfkeycon- - 
frantation in coming weeks. 
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EU ‘should ease anti-dumping rules for prospective new members’ 

Brittan in offer to E Europe 


By Guy de Jonqtadres 
In Brussels 

The European Union should 
be ready to exempt imports 
from central and eastern 
European countries from its 
anti-dumping regime, pro- 
vided they enforce EU roles 
on competition and state 
subsidies to industry. Sir 
Leon Brittan, Europe's trade 
commissioner, said yester- 
day. 

Sir Leon was responding 
to a demand by Mr Vladimir 
Dlouhy, the Czech Republic's 
trade and industry minister, 
that tiie EU stop applying its 
anti-dumping policy to cen- 
tral and eastern European 
countries as soon as they 


begin formal negotiations to 
join the EU. 

The commissioner told an 
east European trade seminar 
in Brussels that such a move 
would depend on whether 
the Co mmissi on's planned 
assessment of the countries' 
membership applications 
found they were applying 
EU competition and subsi- 
dies rules effectively. 

Though several of the 
countries had passed laws 
intended to mirror the EU 
rules, they still had to show 
they were putting them into 
practice, he said. If the Com- 
mission found that to be the 
case, he would press to have 
the anti-damping regime 
lifted. 


Sir Leon said the EU 
planned to relax its policy by 
allowing greater flexibility 
to central and east European 
producers in carrying out 
their promises to Brussels to 
raise the prices of dumped 
products. 

Dumping is defined as 
exporting products at artifi- 
cially low prices, which 
injure producers in import- 
ing countries. 

If the EU finds products 
have been dumped, it can 
impose special duties on 
them or require offending 
exporters to raise prices. 

The Brussels seminar was 
organised by the Commis- 
sion in an effort to reduce 
trade frictions with central 


and eastern Europe. It was 
attended by ministers and 
officials from the 10 appli- 
cant countries, as well as by 
senior EU officials and busi- 
nessmen. 

Although the number of 
EU anti-dumping measures 
against exporters in central 
and eastern Europe has 
fallen sharply - to ll last 
year from 20 two years previ- 
ously - the policy was critic- 
ised by government repre- 
sentatives from the region 
yesterday. 

Mr Dlouhy said some EU 
industries, notably steel, 
seemed to view anti- 
dumping as a way of salving 
problems of competitiveness, 
rather th^n as a legitimate 


defence against unfair trade 
practices. 

A senior Dutch foreign 
ministry official, told the 
seminar his government 
wanted to use its six-month 
EU presidency, which began 
this month, to press for 
greater transparency in the 
handling of anti-dumping 
cases. 

Mr Frans Engering praised 
Sir Leon for curbing abuse of 
the EU policy by making 
procedures fairer. 

But Mr Engering said that 
the Commission was still not 
consulting closely enough 
with member states, which 
were supposed to take the 
final decisions on these 
cases. 


The virtue of 
virtual 


warehousing 

Accountants dream up scheme to 
short-cut EU customs red tape 


By Jim Kelly, 

Accountancy Correspondent 

The European Commission 
has backed a plan to cut the 
cost of importing manufac- 
tured goods into the EU by 
the setting up of "virtual 
warehouses" to co-ordinate 
payment of customs tariffs. 

Tax officials from all 15 
member states have been 
briefed on the scheme, put 
forward by the accountancy 
firm KPMG along with an 
unnamed large foreign man- 
ufacturer and an unnamed 
EU member state. 

A Commission spokesman 
said: "We are very much in 
favour of this project, which 
seems to us a model case 
having very positive effects 
on other companies." 

Mr Terry Shaw, a UK- 
hased lead partner for 
KPMG's European customs 
practice, said: "This is likely 
to be implemented this sum- 


mer and the ramifications of 
its implementation will revo- 
lutionise cross-border trade." 

However, individual 
national tax authorities, 
while privately welcoming 
the initiative and any move 
which simplifies taxation in 
the EU. indicated that secur- 
ing unanimity on the issue 
would be difficult. 

At the moment, large man- 
ufacturers which import Into 
several EU states have to 
pay customs tariffs in each 
one — dealing in case 
with different regulations 
and valuation rules, as well 
as exchange rates. 

Under the KPMG scheme 
all tariff calculations for an 
importer would be harmon- 
ised and centralised, proba- 
bly at its European head- 
quarters. Each member state 
would subsequently receive 
its rightful allocation of 
tax. 

"No longer will, for exam- 



ple, a foreign car importer 
have to deal with up to 15 
customs authorities. This 
can be onerous. It should 
make the control of im pa rts 
into the EU much easier,” 
said Mr Shaw. 

KPMG said "blanket ware- 
housing” would allow com- 
panies to "cut red tape and 
save businesses hundreds of 
thousands of pounds”. A spe- 
cific scheme for one client 
was presented to the Com- 
mission’s customs warehous- 
ing technical committee last 
week. Mr Shaw said there 


was already provision for 
such arrangements within 
the EITs Customs Code. 

If successful, the scheme 
would be adopted by many 
importers and would mesh 
with the growing trend for- 
large multinational compa- 
nies to bring accounting 
operations together within 
so-called "shared service 
centres”. 

As a model, it could also 
be used to simplify the col- 
lection of trade statistics. 
However, the scheme 
depends on each member 


state being sure it will 
secure its rightful share of 
tax. It also requires harmoni- 
sation of procedures in what 
is at present a diverse tax 
regime within the EU. While 
the level of duty is uniform, 
other factors vary widely. 

"There is still a long way 
to go on this,” a tax official 
with one member state said. 
"There have been several 
attempts to solve thit prob- 
lem - we have long been 
pushing for simplification 
and this shows what is possi- 
ble." 


Pretoria 
fails to 
advance 
EU talks 

By Roger Matthews 
in Pretoria 

1 South Africa and the 
European Union made little 
progress towards bridging 
their differences over terms 
of a new trade and develop- 
ment agreement during 
three days of talks in Pre- 
toria which ended yesterday. 

Mr Zavareh Rustomjee, 
director-general at South 
Africa's department of trade 
and industry, said he had 
been “extremely frank” in 
spelling out his country's 
position which was aimed at 
securing a deal "very much 
broader than that of a nar- 
row trade agreement". He 
believed negotiations would 
stretch on through the year. 

Mr Rustomjee said much 
time had been spent attempt- 
ing to understand the other 
side’s proposals. "We have 
not reached the point of 
trading on any particular 
issues. No concessions have 
been made by either side,” 
be said. 

South Africa has chal- 
lenged the EU*s negotiating 
mandate, claiming it ignores 
pledges made to Pretoria at 
the time of the transition to 
democracy, that it falls to 
take account oT trading reali- 
ties in the southern African 
region, and unfairly discrim- 
inates against its agricul- 
tural products. 

The EU negotiating team 
stressed it would be Impossi- 
ble to make progress until 
South Africa put specific 
proposals on the table. It had 
sent a full team to Pretoria 
for that reason, but com- 
plained the South Africans 
were not prepared for the 
detailed work essential to 
any trade negotiations. 

The EU last year rejected. 
South Africa's proposal for 
foil access to the preferential 
trade terms granted to Afri- 
can. Caribbean and Pacific 
countries under the Lome 
Convention, but Pretoria 
said it was willing to negoti- 
ate a qualified protocol. 

The next round of talks is 
due to be held in Brussels 
next month. 


WORLD TRADE NEWSDIGEST 

Ecuador seeks 
pipeline bids 

The Ecuadorean government has called for bids to build 
and operate a 514km oil pipeline from Sacha, in eastern 
Ecuador, to Balao. an the north-western Pacific coast 
This will alleviate a transport bottleneck which is 
Hmiting erode production to around 385.000 barrels a day. 

Oil is Ecuador’s biggest export with crude and 
derivatives amounting to $1.6bn, or 36.4 per cent of total 
exports from January to November, 1996. La ck of 
transport capacity has deterred private oil companies 
from investing in ofl exploration and extraction. 

Mr Alfredo Adum. the energy minister, said the pipeline 
contract could be awarded by May. Construction, 
requiring an investment of 3400m. should be completed in 
1999. The winning bidder must provide storage facilities 
for up to 750,000 barrels of crude at Sacha and 2m barrels 
at Balao. 

This decision to allow the private sector to build and 
run a pipeline comes after repeated setbacks for earlier 
projects- In 1995, a bidding round for the private sector to 
Agpanri and then operate the state pipeline was called 
off amid fierce opposition from oil unions and the 
mili tary Justine Neiosome, Quito 

Emirates buys Rolls engines 

Rolls-Royce of the UK said yesterday it had sold Tr ent 7 00 
Angina worth $500m to Emirates, the Dubai-based carrier, 
for its new Airbus A330s. The UK group said Emirates 
was the only airline in the world with an all Rolls-Royce 
fleet a n d was now one of its biggest customers. 

Emirates has ordered 16 twin-engined A330-200s with 
options on a further seven- Aircraft deliveries are due to 
begin in 1999 and to continue at four a year until 2002. 

The airline uses Rolls-Royce Trent 800 engines on its 
Boeing 777s. It operates three 777s and will take delivery 
erf four more this year. Michael Skapinker. London 

Sherritt defies US sanctions 

Canada’s Sherritt International Corporation, one of the 
first foreign investors in Cuba to face sanctions under the 
US Helms-Burton law. has signed a new joint venture on 
the iqfanH to convert sulphurous gas from Cuban oil wells 
into electri c ity. The project, whose cost is estimated at 
CJ35m (US$25m), brings together Sherritt, the Cuban . 
state oil company Cupet, and Cuba's electricity 
generating board. Uni6n Eldctrica. They will each hold a •- 
cm e-third share in the joint venture company, Energas. 

Rm»rg»g will build and operate a plant at Cuba’s 
premier beach resort of Varadero that will treat and clean j 
sulphurous gases produced from local oil wells and 
convert them into electricity for sale to the national grid. 

Executives from Sherritt, which has investments in . , 
Cuba in nickel mining , ofl exploration and Canning, were 
barred from entering the US last July under the US 
Hehns-Burton law that seeks to curb foreign investment 
in Cuba. Pascal Fletcher. Havana 

■ Pratt & Whitney Canada, the world's leading small 
turbine engine producer, has signed a partnership pact - 
with Aviation Industries of China. 

A joint venture company based in Hunan province will 
make engine components for Pratt & Whitney Canada, 
develop small turbines for the Chinese and international 
markets and overhaul Pratt & Whitney Canada engines in 
service. Robert Gibbens, Montreal 
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Resignations threaten 


KwaZulu Natal peace 


Global PC 


By Mark Ashurst 
In Johannesburg 

The fragile political peace in 
KwaZulu Natal, the South 
African province controlled 
by Chief Mangosuthu Buthe- 
lezi’s Inhatha Freedom 
party, hangs in the balance 
following the resignation of 
the provincial leader and 
two of the party's top offi- 
cials. 

Mr Prank Mdialose, pre- 
mier of KwaZulu Natal, quit 
his post as Inkatha’s 
national chairman during a 
marathon 15-hour meeting of 
the party’s national council 


at the weekend. He will for- 
mally step down as premier 
next month. His likely suc- 
cessor is Mr Ben Ngubane. 
the provincial finance minis- 
ter, who has been appointed 
acting chairman of the 
party. 

Analysts said Mr Ngubane. 
who has earned a reputation 
as a pragmatist and com- 
mands esteem among the 
predominantly white busi- 
ness community in the prov- 
ince, was commi tted to 
b uilding an effective work- 
ing relationship with the 
African National Congress. 
The parties have a mixed 


record of co-operation in the 
unity cabinet formed in the 
province in 1994, when 
Inkatha won 51 per cent of 
the KwaZulu Natal ballot in 
Sooth Africa's first demo- 
cratic election. 

However, the prospect of 
further reconciliation could 
be stymied by the resigna- 
tion of Mr Ziba Jiyane. 
Inkatha’s secretary-general 
and a staunch advocate of 
democratic reforms within 
the Zulu-based party. His 
efforts to build new support 
among other ethnic groups 
and minorities were disap- 
pointed during local elec- 


tions last year, when the 
party was trounced in urban 
areas by the ANC. 

Mr Jiyane will remain in 
office until July, but his 
duties will be taken up by 
his deputy. Mr Zakhele Khu- 
malo, who commands a loyal 
fallowing among Inkatha 
traditionalists. They argue 
that the party should consol- 
idate its support among Zulu 
nationalists, eschew closer 
cooperation with the ANC 
and court support among 
other tribal groups. In Octo- 
ber. Mr Khumalo was acquit- 
ted with Mr Magnus Malan. 
the former defence minister. 


on murder charges related to 
the 1987 massacre or ANC 
supporters at KwaMakhutha 
township. 

Diplomats were divided 
over the impact of the resig- 
nations. “This is not a crisis. 
Buthelezi has always played 
moderates off against hard- 
liners," said one. But others 
said the resignations sig- 
nalled a defeat for moder- 
ates. whose readiness to 
work with the ANC had con- 
tributed to a drop in the 
death toll in KwaZulu Natal. 

It is estimated that 580-650 
people died in political vio- 
lence in KwaZulu Natal last 


year, compared with about 
800 deaths in 1995. 

The third resignation was 
Mr Musa Myeni, Inkatha 
leader in the Industrialised 
Gauteng province, which is 
controlled by the African 
National Congress. Mr Musa 
is widely credited with pro- 
moting peace among mine- 
workers on the East Rand 
near Johannesburg. 

None of the three has dis- 
closed the reasons for their 
departure, despite persistent 
reports of tensions with Mr 
Buthelezi, Inkatha president 
and minister of home affairs 
in the national government 


Investors grapple with Kazakh utilities 

Foreigners attracted to sell-offs are in the dark about the ground rules, writes Charles Clover 



T he privatisation pro- 
cess in Kazakhstan 
began to resemble a 
revolving door last week. 
Just as the government con- 
sidered bids from two west- 
ern companies to negotiate 
exclusively for the high- 
voltage electric power grid, 
it announced at the same 
time a new tender for the 
state-owned telecommunica- 
tions company following the 
recent collapse of a similar 
set of exclusive negotiations 
with Deutsche Telekom. 

The same questions which 
foiled to be resolved in the 
telecoms negotiations are 
likely to pop up again once a 
potential electric grid opera- 
tor has been identified, for 
the sticking point in the 
Deutsche Telekom negotia- 
tions was the regulation of 
so-called natural monopolies. 
The high-voltage electric 
grid, which transmits two- 
thirds of Kazakhstan's elec- 
tricity. falls squarely into 
this category. 

Kazakhstan's utilities are 
plagued with unpayable 
debts, uncollectable credits, 
and a resulting lack of 
investment, which makes 
them prime targets for priva- 
tisation. 

The state grid company is 
seeking $500 m investment 
towards stabilising the 
power lines which connect 
the north and south of the 
country. The telecoms com- 
pany, meanwhile, would like 
to increase the number of 
phone lines from 2.1m to 


4.5m at a cost of hundreds of 
millions of dollars. The coun- 
try’s natural gas pipeline 
system is also going through 
the tender process, hoping to 
raise investments of 3125m. 

But foreign investment in 
these utilities is likely to be 
proportionate to how profit- 
able they are permitted to be 
at the expense of Kazakh 
consumers, who already this 
winter have suffered service 
cuts of catastrophic propor- 
tions due to non-payment for 
energy supplies. 

"The concessionaire would 
need to sit down and agree 
on an investment plan, and 
then agree on a pricing 
structure to make that 
investment plan possible." 
said a western businessman. 

The two suitors for the 
grid are National Grid Com- 
pany of the UK and a consor- 
tium of Asea Brown Boveri. 
the international power engi- 
neering group and Viag of 
Germany. Once their bids 
are evaluated one of them 
will be turned over to a host 
of ministries and govern- 
ment agencies which will 
sort through the competing 
imperatives to determine 
how much control the new 
operator will have over 
infrastructure and prices. 

Deutsche Telekom was the 
first company to test the 
waters of Kazakhstan's utili- 
ties regulation last autumn 
when it tried to negotiate 
tariff agreements and operat- 
ing licences for its DM825m 
($519mJ investment in the 


state telecoms company. 

The company was unable 
to get a commitment from 
the State Committee for 
Price and Anti-Monopoly 
Policy for tariff increases 
beyond 1997. It was also 
unable to get a government 
guarantee that it would be a 
monopoly. The operating 
licence issued by the Minis- 
try of Transport and Tele- 
communications was said to 
be vague about exclusive 
rights to the provision of the 
more profitable services 
such as long distance and 
international calls. 

"During the 1980s. all the 
developed countries moved 
away from a policy of tele- 
communications monopoly. 
This question is still being 
seriously considered by Kaz- 
akhstan,” said Mr Sapargale 


Shaimokhonov of the Tele- 
communications Ministry. 

Regulating the electricity 
grid would pose the same 
dilemmas. While the grid 
company doesn't have any 
generating capacity of its 
own. 40 of the fiO t era watt/ 
hours of electricity used in 
Kazakhstan last year trav- 
elled through its high- 
voltage lines, according to 
an official in the Ministry of 
Energy and Coal. 

Transit fees must be nego- 
tiated with the Anti-Monop- 
oly Committee, while a min- 
istry-issued licence 
determines the concession- 
aire's rights to the infra- 
structure: in this case, 
whether and how the grid 
company can buy electricity 
from power stations and sell 
to the 12 local utilities in 


Kazakhstan, rather than just 
taking transmission fees. 
The National Grid Company 
has already declared it 
would not seek to trade elec- 
tricity, but an ABB spokes- 
man said the issue was still 
not yet properly defined. 

Complicating the formula 
still further is that the utili- 
ties are at the centre of a 
liquidity crisis afflicting the 
entire Kazakh economy, 
where enterprises owe and 
are owed vast sums which 
cannot be paid because they 
cannot be collected. 

It is still unclear how 
much of the liabilities and 
assets new investors would 
have to assume. 

For example, the electric 
power industry is owed 50bn 
tenge (3663m) by domestic 
customers, according to Mr 


Anatoly Dubatov of the min- 
istry of energy and coal. 
This makes it one of the 
country's largest creditors. 
For comparison, tbc total 
amount of loans on the 
books of the Kazakh banking 
sector is 63b n tenge. 

Meanwhile, Kazaktelecom 
is owed nearly $100m by cus- 
tomers, according to Mr 
Aidan Karibzhanov of Kaz- 
kommertsbank, Kazak tele- 
com's financial advisers. 
Kazakgas. one of the state 
gas pipeline companies, is 
owed 24bn tenge. 

Because they are such 
large creditors, the utilities 
are also among the country's 
most indebted entities, 
owing a large chunk of its 
33.9m foreign debL 

For example, half the debt 
owed to the power industry 
is owed in turn to Russia for 
payment arrears, which may 
be resolved through a 3370m 
debt-equity swap involving a 
high-voltage power line run- 
ning through northern Kaz- 
akhstan and some equity in 
a Kazakh power station. 

Kazaktelecom, meanwhile, 
owes DM460m to Germany 
for equipment bought in 
1991. which any new bidder 
for the company would be 
asked to pay off. 

Kazakhstan owes equiva- 
lently large sums to Uzbeki- 
stan and Turkmenistan for 
gas supplies. 

“I think they need to keep ' 
the monopoly around until 
they get the system fixed, ~ | 
said one businessman. 



sales growth 
slips back 


By Paul Taylor 

Worldwide shipments of 
personal computers 
increased by 17.7 per cent to 
70.9m units last year with 
Compaq Computer. Interna- 
tional Business Machines 
and Dell Computer all post- 
ing strong gains, according 
to Dataquest, the market 
research firm. 

In contrast struggling 
Apple Computer suffered the 
biggest worldwide market 
decline in shipments and 
saw its market share fall fur- 
ther, While sales Of nnanhiyirat 
made by Packard Bell NEC, 
the home PC specialist, also 
declined. 

Dataquest's figures, and 
those of Its arch-rival. Inter- 
national Data Corp which 
put the worldwide sales gain 
at 16 par cent last year to 
68.4m units, confirm that 
while the PC industry expe- 
rienced robust growth last 
year, the increase in unit 
shipments was less thaq in 
1995. 

The slowdown mainly 
reflects weakness in the 
home PC market and disap- 
pointing fourth quarter sales 
compared with the excep- 
tionally strong 1995 Christ- 
mas period. 

According to IDC, last year 
was the first since 1991 in 
which sales did not increase 
by more than 20 per cent. 
The PC industry averaged 
about 21 per cent annual 
growth from 1991 to 1995. 

Both the IDC and Data- 
quest figures confirm that 
growth slowed markedly in 
the fourth quarter. IDC 
reported that global PC ship- 
ments increased by just ll 
per cent to 20.4m units in the 
crucial pre-Christmas quar- 
ter. traditionally the stron- 


gest period for PC sales. 

Mr Eric Lewis, an IDC ana- . 
lyst, said the main weakness 
was In Germany, the world°s : 
third-biggest PC market * 
where sales actually fell * 
from a year ago. In contrast 
fourth-quarter growth in the: 
US was much stronger than 
elsewhere at 15 per cent '- '., 
but still below the 20 per - 
cent which had been forecast 
because of weak consumer 
sales. 

Dataquest's figures high- 
light the differing fortunes of 
individual manufacturers. 
“While some vendors suf- 
fered from slowing PC home ' : 
sales, others excelled," said . 
Mr Scott Miller, an analyst 
with Dataquest , " 

Led by strong sales to cor- , 
porate customers, Compaq, 
IBM and Dell showed the . 
biggest increase in ship- 
ments while Hewlett-Pack-' 
ard entered the top five for 
the first time. However, com- \ 
ponies like NEC’s Packard 
Bell NEC and Apple, which 
are more focused on home 
PC sales, suffered. Apple’s 
market share fell by inbre_, 
than a third in the fourth"', 
quarter to 45 per cent Coin-. r 
paq retained its position -is- . 
the worldwide PC market . 
leader for the third year izjjR. ’. 
row with 7.1m units shipped. - • 
an increase of 19 per cent£ 

Overall the industry's 
profitability improved last - 
year, mainly because of the 7 , 
reduced cost of components, , 
particularly memory chips.. . 
IBM and H-P have said their 
PC operations were mpdesfly 
profitable while Compaq; 
Dell and Gateway «H-- 
reported sharply higher." 
earnings. . 

IDC is forecasting world 7 ; 
wide PC unit growth of 16/to J ! 


17 pa* cent tills year. •; 


World's too five 

computer makers 
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Dexia, the European banking group born out of the 
merger of Credit Local de France and Credit 
Communal de Belgique. 

Dexia is the fruit of the pooling of the values, skills and financial means 
of two credit institutions : 

- Credit Local de France, a leading financial partner of local communities in 
France with a network of establishments in Europe and in the United States. 

- Credit Communal de Belgique, a leading bank in the local government 
■ sector; Belgi urn's leading retail bank and the majority shareholder of the 

Banque Internationale a Luxembourg. 

A European banking ; group with total assets 
of USD 200 billion. 

With USD 8 billion in equity and total assets of USD 200 billion, Dexia’s 
financial health will enable it to enjoy rapid international expansion. The 
complementary nature of collecting deposits and refip^dng. op - international 
markets ensures Dexia the financial means for ft*?' 'development 





The European banking group, 

J • 

t|^|§ft the leader in financing public 
- services, has been bom. 

" • f I 


■; .id"- . 


A solid group, involved with its partners.^ 

Quoted on the Paris and Brussels stock exchangg§||^ja will be 
announcing its resuits starting in 1996. For the first it has 

i Vv 

r '-T 

already posted a combined net profit of more than USD 340 million. 
Anxious to offer its shareholders the best investment Dexia will pursue 




an active dividend policy. 




A group which living environment with 

nearly USD 20 billion in new loans each year. 

^Public transport motorway infrastructure, facilities for education, health, 
V telecommunication, environmental protection, power supply, home 
improvement - needs are considerable the world over. Dexia, specialized 
in financing community facilities and in financial services for public 
administrations, will be seeking to develop all branches of the banking 
profession in order to offer the best-adapted banking products and 
services to its clients throughout the world. 
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China plans $2bn bond issues this year 


ASIA-PACIFIC NEWS DIGEST- 


By Tony Walker hi Beijing 


China plans to issue some 
32bn in bands on Interna- 
tiona] markets this year, a 
slight rise on 1996. 

The bond Issues will be 
aimed at financing infra- 
structure projects in such 
areas as energy, transport 
and power. 

The official China Daily 
Business Weekly reported 
that the State Development 
Bank. China's “infrastruc- 


ture" bank, would issue 
$350m in Yankee bonds - 
US dollar bonds issued in 
the US domestic market by 
non-US borrowers. Bank of 
China would return to the 
international bond market 
after a two-year absence. 

nhinaoff institutions would 
seek to take advantage of a 
favourable climate for fund- 
raising abroad, with inves- 
tors responding positively to 
Chinese paper. Mainland 
institutions issued nine. 


batches of bonds last year, 
raising some SUJlbn. 

Plans to increase capital 
raising abroad coincide with 
an ambitious programme of 
bond issues domestically 
which are expected to raise 
Ynl5bn($I.8bn) this year, 
-mainly to overcome bottle- 
necks in such areas as rail- 
ways-and power generation. 

•Beijing is increasing reli- 
ance on bonds to raise funds 
for infrastructure, including 
the S30bn Three Gorges dam 


oil the - Yangtze. China has 

announced a Ynlbn domes- 

' tic bond issue for the hydro- 
power project and is-jdan- 
-ning-.a Sl20in foray outa 
international markets. 

China's -four specialised- - 
ly ynnmrrfiil Kanlcs — Rank -of 

China,- Industrial and Com- 
mercial- Bank, Construction- 
Bank and -AgricuItiirafBa^- 
- are expected to raise- funds _ 
this' year internationally^ -- - 
China Daily quoted an offi- 
dal of the-State Administra- 


tion of Exchange Control 
(SAEC), which isolates Chi- 
na's foreign borrowing, as 
' saying that domestic institu- 
tions -would be encouraged 
-to secure “low cost" funds in 
: international markets 
“actively and steadily". 

•But -he added that the 
-growth- of national foreign 
debt- would still be under 
“strict control”. China's for- 
eign- debt stood at $l09.57bn 
-at theend of June. Principal 
and interest repayments are 


about $i0bn annually.. 

The State Planning Com- 
mission sayB-China will raise 
foreign borrowings by $7bn 
to $18bn this year for infra- 
structure projects aimed at 
narrowing ' the “rich-poor 
gap" between coastal areas 
and the hinterland! ■ 

China’s plans for a modest 
rise in foreign borrowings 
coincides with a con tinuin g 
build-up in foreign exchange 
reserves, which reached. 
$lQ5bn at the end of 1996. 



on HK troops 


How Hanbo treasure turned to dust More 

.Tana'ii 

H anbo’s name, which 
means Korea Trea- 
sure. has turned out 


H anbo’s name, which 
means Korea Trea- 
sure, has turned out 
to be a terrible misnomer. 

The bankruptcy of one of 
South Korea's largest con- 
glomerates threatens to 
shake the country's fragile 
financial system and further 
damage the unpopular 
administration of President 
Kim Young-sam with allega- 
tions of corruption. 

Hanbo's collapse also 
exposes key structural faults 
of the Korean economy, with 
the government supporting 
ambitions investments in 
doubtful industrial projects 
that result In production 
overcapacity. heavily 
Indebted companies and a 
weak banking sector. 

The rise and fall of Hanbo 
“shows that nothing has 
really changed in Korea 
despite all the talk of eco- 
nomic reform," said Mr Rich- 
ard Samuelson, branch man- 
ager of SBC Warburg 
Securities in Seoul. 

There are also worries that 
other highly geared indus- 
trial groups are in danger of 
collapse if the Korean econ- 
omy continues to slow. 

Hanbo was a classic prod- 
uct of the state-driven indus- 
trialisation programme of 
the 1970s. 

Established in 1974 by a 
former tax official, Mr 
Chung Tai-soo. as a con- 
struction company. Hanbo 
grew rapidly as Its founder 
used his government con- 
tacts to acquire scarce capi- 
tal for the group from the 


lOm: cliftKAl 


mg loans Including payment guarantees to Hanbo 


■creditor bank (Won. bn) 



State-controlled banking sec- 
tor. 

Like many Korean con- 
glomerates. or chaebol. 
Hanbo expanded into other 
unrelated businesses, acquir- 
ing a steel company in 1989. 
a pharmaceutical company 
in 1993 and a mutual savings 
and finance company in 
1994. It joined a Russian nat- 
ural gas project last year. 

Hanbo's decision in 1993 to 
build the world’s fifth larg- 
est steel mill proved to be its 
undoing. Costs for the proj- 
ect escalated from 
Won2,700bn to Won5.700bn 
($3.16bn to $6.67bn). while 
steel demand proved slug- 
gish. The debt/equity ratio of 
Hanbo Steel, which had a 
shareholder equity of only 
Won3l5bn. soared to 1,600 
per cent 


What has puzzled analysts 
is why Hanbo’s main credi- 
tor banks lent WonS.OOObn 
without conducting a feasi- 
bility study of the steel proj- 
ect and without securing 
adequate collateral for the 
loans. 

Government restrictions 
on excessive lotting- to the 
chaebol were ignored. 

Officials of Korean hanfrw 
said they were willing to 
lend to Hanbo because they 
believed the steel project had 
strong government support. 
Among the chief lenders was 
the state-run Korea Develop- 
ment Bank, which has 
financed much of Korea’s 
industrialisation. 

Moreover, Hanbo estab- 
lished close relations with 
its main creditor bank, 
Korea First Bank. When the 


1995 bankruptcy of a big con- 
struction company Youone 
threatened to raise Korea 
First's amount of non-per- 
forming loans and cut earn- 
ings, Hanbo acquired 
Youone to reduce the bank’s 
exposure. 

Opposition parties, how- 
ever, rfaim the Kim adminis- 
tration exerted pressure on 
the banks to provide the 
loans to Hanbo in return for 
illegal political donations by 
Hanbo to the ruling party. 

Mr Chung, the Hanbo 
founder, has twice been con- 
victed on corruption charges 
involving the administration 
of former President Roh Tae- 
•woo, although the latest sen- 
tence was quashed last year 
by an appeals court on tech- 
nical grounds. 

“There is little doubt that 


the government was apply- 
ing pressure on the banks to 
lend to Hanbo. Their behav- 
iour otherwise is very puz- 
zling," said Ms Anne Lowell, 
a banking analyst at HG 
Asia Securities in Seoul 

The government agreed 
yesterday to conduct a spe- 
cial parliamentary investiga- 
tion Into the Hanbo affair. In 
addition it is trying to raim 
the banking industry by 
injecting Wonl.OOObn into 
the financial sector. 

Particular concern has 
focused on Korea First, 
which has already suffered 
from several other big corpo- 
rate bankruptcies and losses 
in equities investments. 
Moody's Investors Service 
has issued a warning for a 
possible ratings downgrade 
on Korea First and two other 
Hanbo creditors, Cho Hung 
Bank and Korea Exchange 
Bank. 

Analysts predict that 
state-run Pohang Iron and 
Steel, the world’s second big- 
gest steelmaker, will proba- 
bly take over the Hanbo 
steel project in what would 
amount to a state rescue 
that would reduce loan 
losses for the banks. 

Hanbo “reflects the mis- 
takes of the past The hope 
is that it will serve as cata- i 
lyst far a needed restructnr- | 
ing of Korean industry. | 
although the process will be 
painful,” said Mr Edward 
Kim, a director of Ssangyong 
Investment & Securities. 


Britain yesterday called on China to cut the number of ~ - 
troops it wants to send as an advance party before the---- r 
territory returns to Chinese sovereignty in July. The issue 
-has emerged as a source of tension between t he tw o 
rince Beijing announced its intention last November to-- 
despatch troops ahead of the handover. ."V 

Britain and the Hong Kong government have sought to 
limit the number of troops and the time th ey sp end in the . 
territory. Although neither side would confirm the size of 
the force that Beijing intended to send, Chinese officials' H 
previously indicated they wanted to despatch about 300 in ; 
the adva"*” team. Estimates tor the size of the to tal 
People’s Liberation Army garrison in Hong Kong after the 1 
handover range from 6,000 to 8,000. 

The Issue is now being discussed by the Joint Liaison 
Group the Sino-British body which negotiates handover 
arrangements. John Ridding, Hong Kong 
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Thailand backtracks on bank auction plan 


By Ted Bardacke in Bangkok 


Thailand’s central bank has 
postponed indefinitely the auction 
of a controlling stake in the trou- 
bled Bangkok Bank of Commerce 
(BBoQ in a significant reversal of 
policy. Instead, the bank will take 
on about $2bn in bad debt and hire 
outside managers to run the mid- 
size commercial bank as a govern- 
ment-owned institution, bank offi- 
cials said yesterday. 

The decision to shoulder the bur- 
den of nearly two-thirds of BBoCs 
bad debt and keep it in government 
hands backtracks an an announce- 
ment last month by Mr Amnuay 


Viravan. finance minister. He bad 
said 51 per cent of BBoC would be 
sold to the highest bidder in the 
first quarter of this year. 

BBoC was taken over by the Thai 
government last year after financial 
setbacks under the former manage- 
ment nearly bankrupted the bank. 

The central bank, which found 
itself with 65 per cent of BBoC, has 
been at a loss over how to sell the 
bank without first using taxpayers’ 
money to clean it up. Apparently it 
failed In that mission, with prospec- 
tive bidders saying they would offer 
only-token sums unless the govern- 
ment cleaned up the loan situation 
- a politically unpalatable move. 


The plan now is for the central 
bank’s financial institution rescue 
fund to issne Bt30bn (Sl.lbn) in 
eight-year bills of exchange paying 
12 .5 per cent annual interest and 
give them to BBoC in exchange for 
BtoObn of its worst performing debt 

The central bank’s rescue fund 
was nearly emptied already by 
BBoC but under this scheme the 
central bank will have to make only 
interest payments for another eight 
years. To recover some of those 
costs, it will seize and liquidate 
BBoC shares and collateral worth 
Bt2.78bn held by the former man- 
agement. 

The idea of the auction remains 


bnt central bank officials said it 
would not take place until BBoC 
was profitable enabling the 

government to recove- some of the 
funds needed to repay the Bt30bn 
dne in 2006. 

The government controlling com- 
mittee currently running the bank 
is expected to be disbanded by 
March and to be replaced by a pro- 
fessional management Imw 

BBoC will be left with about 
Bt20bn in bad loans, far which it 
will create a new company to be 
charged with collecting and asset | 
disposal, while the bank’s registered 
capital will be lowered to Btl5.5bn | 
from Bt35-5bn. 


Japan’s finance ministry has 
warned of a further rise in 
bankruptcies after a record 
number of people filed far 
bankruptcy in the 11 
months to November last 
yea r, writes Michjyo Naka- 
xnoto in Tokyo. 

Court records indicate the 
number of personal bank- 
ruptcies last year is likely to 
have been a record after top- 
ping 50,000 for the first time 
by November. 

The finance ministry, 
which has asked consumer 
finance companies to con- 
sult each other on ways to 
stem the growing tide of 
personal bankruptcies, said 
it was concerned the num- 
ber could rise further. 

Japan’s supreme court 
handled 50.615 filings for 
individual bankruptcies to 
November, Ear exceeding the 
43,414 cases for the whole of 
1995. Of those cases, 81 per 
cent were applications by 
consumers who had bor- 
rowed from finance compa- 
nies other than banks. 

“We are concerned that 
personal bankruptcies could 
increase, since the value of 
consumer inati* outstanding 
is rising even while incomes 
are not,” an official in the 
finance ministry’s banking 
bureau explained. 

Consumer finance loans 
outstanding reached 
Y75,000bn (|630bn) in 1994 
against total disposable 
income of Y323£I0bn. fig- ~ 
ures from the Japan Con- 
sumer Credit Association 
show. The ratio of consumer 
finance loans to disposable 
income in Japan has sur- 
passed that in the US since 
199& 

The finance ministry hag 
asked consumer finance 
companies to tighten credit 
risk inspections, refrain 
from excessive advertising 
and inform consumers about 
borrowing from non-bank 
companies. 

Mr Kenji Utsunomiya, a 
Tokyo lawyer, believes lm- 
1.5m people with multiple 
loans could face bankruptcy. 


A government-cominissioned inquiry into the future 
status of the Australian Broadcasting Corporation, the • 
publicly-owned television and radio group, has supported 
the sale of many of the company's assets and functions. - 
But the inquiry says ABC should remain free, of 
commercials and sponsorship. 

Any sale would include the disposal of Radio Australia, 
the overseas radio arm, the outsourcing of programme 
production and the sale of the ABCs A$30Qm-plus ($23lm) 
property portfolio. ' * .. - . 

Mr Bob Mansfield, former managing director of John 
Fairfax, the Australian newspaper group, who led the 
inquiry, said that if these strategies were followed ABC 
could continue to deliver Existing domestic services 
within government funding levels and without si gnifi c ant 
downgrading of content. 

*T believe in the general community the key element of 
trust lathe independence of the ABC is based around the 
fact that it does not have advertising or sponsorship 
involved," he said. Bruce Jacques, Sydney 


Malaysia multimedia move 


Malay sia is drafting five “cyber laws” to regulate what it 
hopes will become an Asian hub for the multupedia 
business. Mr Leo Moggie, minister for energy, 
telec ommuni cations and posts, gave few details yesterday 
but in dic ated that the proposed digital signature act 
would, for instance, give authority to certain; unspecified 
agencies to recognise digital signatures - a move to 
facilitate commerce over the Internet. 

TV Mahathir ftflnhamafl the prVmp minister, was 

involved in a week-long roadshow in California this 
month to promote a “multimedia super corridor”, a 
planned 750 sq km zone near Kuala Lumpur which 
Malaysia hopes to transform into an industrial park for 
citttlng-edge information technology businesses. 

While In California Dr Mahathir chaired the first 
meeting of a 30-member international advisory panel 
which includes the chief executives of Microsoft, IBM, 
Sony, Oracle. Apple Computer. Sun Microsystems, 
Compaq, Siemens, Nippon Telephone and Telegraph, 
Motorola. Netscape and others. James Synge, Singapore 


Sri Lanka call charges up 


Sri Lanka has announced sharp increases in telephone 
call charges and connection fees in the nm-up to 
privatising the country's main teten nmrnnmratirtTis 
company. Domestic tariffs and monthly subscriptions win 
be increased by an average of 25 per cent from February, 
the government said. International calls to 27 countries 
will be lowered marginally, but will be offset by an 
increase in the tax rate from 20 per cent to 25 per cent. 

The government is on the verge of selling a 35 per cent 
stake in Sri Lanka Telecom, the main phone company in ' 
the country with just over 225,000 direct exchange lines, 
to a foreign investor. 

Officials said that the government’s privatisation body, 
the Public Enterprise Reform Commission (Fere), asked 
Sri Lanka Telecom to raise tariffs before selling off the 
company to avoid criticism of the sell-off plan. 

Mr Raj an Asirwatham, head of Perc, resigned last 
month following allegations of mishandling in the sale of 
the country's gas distribution monopoly to the 
Anglo-Dutch company Shell which raised prices by 20 per 
cent in six months. Antal Jayasmghe? Colombo 


AS 1 999 APPROACHES, HOW 
PREPARED ARE YOU FOR EMU? 


INTERNATIONAL ECONOMIC INDICATORS: PRICES AND COMPETITIVENESS 


Yoorty flow® »■ shown in Max Form with the comnxxi base year of 1965. Tha real exchange rule is an Max throughout: other quo-tarty and mmMy figures i 
tha percentage change over the oevresponding pared In the previous year and are positive uilass otherwise stated. 


■ GERMANY 


Europe and the Single Currency 

is a new Management Report detailing the options open to you on 
how best to prepare for EMU. The report is designed to help you 
through the transitional period leading to EMU, so that wherever 
you are, you will be ready for 1999. 

The report examines the impact of EMU on: 

• Financial Markets • Payments, Clearing and Settlement Systems 
• Corporates •Banks 

Strategic and operational plans have to be put In 
place now to ensure a smooth transition. 

Published November 19% O50AJSS525 c. 130 pages 


Four free quarterly updates are included, covering 
latest developments across Europe. Each update features one key 
case study analysed by a panel of experts, showing how a range of 
industries are preparing for the single currency. 


FINANCIAL TIMES 

Financial Publishing 
ProruUng csirnticl afpnmukm and obfreth* 
jnatyUi for rhr gfi-6oi firMxclal ambiftry. 


For further details please contact 
Charlotte Green on: 

Tel: +44(0) 171 896 2314 


To order please complete the 
order form. 
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Global Reach In-Depth Capabilities Local Insight 


'elgacom, Belgium 


ie Belgian State sold 50% less one share in 


Belgacom to a consortium composed of Ameritech, 


Tele Danmark, Singapore Telecom and Belgian. 


financial investors. This sale was the outcome of the strategic consolidation of 


Belgacom, in which we acted as financial advisor to The Belgian State. 


Industry Expertise 


colt, UK 


COLT Telecom Group PLC — a provider of competitive 


local telecommunications services — raised $314 million 


to help fund its European expansion. We acted as sole global 


coordinator and joint sponsor, completing the first-ever 

simultaneous initial public and high yield offerings for a European company. 
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Telecom Eireann, Ireland 


The Irish State sold up to a 35% shareholding in 


Telecom Eireann to a consortium of the Dutch 


and Swedish national telecommunications operators. 


financial advisor to the Irish State, assisting in the negotiations to align its 
interests with those of Telecom Eireann and the consortium^ 



France Telecom, France 


As part of the preparation for its EPO, France 


Telecom will make a payment to the French 



State in lieu of the assumption by the State of its 
employees' pension liabilities. We acted as financial advisor to France T£l£com, 
providing in-depth capital structure analysis and telecom industry expertise. r 
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Deutsche Bahn, Germany 

Deutsche Bahn sold a 49.8% stake in DBKom 
to a Mannesraann-led consortium, forming a 
preeminent competitor in the liberalising German 
telecom market. We acted as financial advisor to Deutsche Bahn, using our 
advisory experience in complex transactions in the global telecom industry. 
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NEWS: UK 


Campaign is boosted by commendations from big Japanese manufacturing companies UK news digest 



Trade union woos inward investors 


By Andrew Bother, 

Employment Correspondent 

The AEEU engineering: and 
electrical workers' trade union is 
seeking to attract further Inward 
investment by publicising the suc- 
cess of agreements it has made 
with companies which have 
already opened factories in the UK 
The AEEU is Britain's biggest man- 
ufacturing trade union. 

The onion yesterday launched a 
glossy booklet containing glowing 
endorsements of the union's role 
from executives at manufacturers 
such as Nissan. Sony. Toyota. 
Bosch and Electrolux. 

The AEEU has signed more than 
200 single-union agreements since 
the 1080s, most of them with 
inward investors. The booklet is 
available in Japanese, Korean and 
German, as well as English. It will 


A conflict over alleged racial 
discrimination b y the Ford car 
company in its recruitment policy 
was settled yesterday when agree- 
ment was reached with the Trans- 
port and General Workers Union. 
The issue, centred on the the com- 
pany's Dagenham plant in east 
London, was about to go before an 
industrial tribunal, Robert Taylor 
writes. 

Eight Asian and Afro-Caribbean 
production workers, who com- 
plained they bad been denied jobs 
among the elite 230,000-a-year 
($504)00) fleet track drivers, have 
received com pensation for “hurt 

be translated into any other 
required language. Mr Ken Jack- 
son, general secretary of the right- 
wing union, said: "There is a new 
mood in the country. The unions 


feelings" of several thousand 
pounds «»ch- But there is now the 
growing threat of inter-union 
strife at the plant as 300 white 
drivers are believed to have left 
the TGWU to join the small United 
Road Transport Union- 

In a joint statement Ford and 
the TGWU said they had agreed "a 
selection and training procedure 
that fully complied with the com- 
pany's equal opportunities policy". 

Union officials have claimed that 
nearly half the workers at the 
plant are from ethnic minorities 
compared with fewer than 2 per 
cent of the track drivers. 

and Labour [the main opposition 
party] can work very effectively 
with big British companies." 

Those quoted include Mr Toshiro 
Omori, managing director of Sharp 


Manufacturing, the Japanese elec- 
tronics group. He says: "The AEEU 
can help a company become estab- 
lished in an area, and we are 
pleased to be in partnership with 
them.” 

Nissan Motor Manufacturing UK, 
which last week announced the 
expansion of its manufacturing site 
at Sunderland, in north-east 
England, says: "We believed the 
AEEU was the union that was com- 
mitted to our philosophy of team- 
working, flexibility, single status 
and an absolute dedication to qual- 
ity. That belief has hem fulfilled.” 

Mr Jackson said: "Partnership Is 
the order of the day. As a union, 
the AEEU can be of great help to a 
company - and industry chiefs are 
no longer afraid to say so. When 
we invited them to contribute a 
piece to our brochure, which is 
being distributed worldwide, every 


Brussels to 
target bane 
of exporters 

Bad debts are ‘particularly 
worrying’ in France and Italy 

A small UK company worrying" in France an 
wins an order to Italy, 
export meat to Italy. Mr Phil Tandy, pricin 


Late payment: bad and getting worse 


A small UK company 
wins an order to 
export meat to Italy. 
Good news, surely - unless 
the Italian company does not 
pay. 

In theory, the exporter 
could sue for the debt. But 
would entail hiring an 
Italian lawyer and going to 
an Italian court. In practice, 
according to a European 
Union official, "90 per cent of 
the Invoices of a typical 
small British company are 
not enforceable”. 

Now the European Com- 
mission is trying to tackle 
the issue of bad debt Mem- 
ber states have until Decem- 
ber to take measures to 
enforce payment on time, 
based on an EU recommen- 
dation two years ago. After 
December, a directive may 
follow. 

A survey by NCM Credit 
Insurance showed this 
month that late payment is a 
growing problem in Europe. 
The value of exports to the 
EU affected by delays 
increased U per cent for 
NCM*s customers last year. 
One NCM customer In five 
has now lost money because 
an EU company did not pay. 
Bad debts are "particularly 


worrying" in France and 
Italy. 

Mr Phil Tandy, pricing 
manager at NCM, names tex- 
tiles. meat and fish as some 
of the most notorious sec- 
tors. Weak European econo- 
mies are largely responsible 
for the growing delays. 
According to the UK's 
Forum of Private Business, 
fear of not being paid is the 
single biggest barrier to UK 
companies selling in the EU. 

Brussels recognises that 
exports produce the biggest 
headaches for companies all 
over Europe. It says pay- 
ment delays on foreign sales 
are typically 20 per cent to 
30 per cent longer than for 
trade within a company's 
home country. It is time-con- 
suming for a UK business to 
march into a Turin office 
and demand payment — and 
tricky to do it over the tele- 
phone in Italian. 

The laws that Brussels is 
now commending are mainly 
Scandinavian. Sweden and 
Finland, says the EU official, 
are "the countries with the 
best legislation” on late pay- 
ment. In Sweden, any com- 
pany paying late has to add 
to its bill interest of 8 per 
cent above the centra] bank 
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rate. The UK and the Irish 
Republic are the only EU 
states without a statutory 
right to interest, although in 
many countries this right Is 
virtually moribund. The 
Co m mission hag also recom- 
mended faster and simpler 
court procedures. 

B russels is seeking sim- 
ilar laws in every 
country, so that a UK 
company selling to Italy 
knows its rights there. 

However, according to the 
EU official, UK companies 
are slow to pay. Last year’s 
British Standard on prompt 
payment is a voluntary code. 
“It is a relatively weak 
instrument, but better than 
nothing," the official says. 
UK companies appear to 


be among the more prompt 
payers. The average pay- 
ment period in the UK is 50 
days, better than the EU*s 61 
days and Italy's 84. But 
when British companies do 
pay late, they are often very 
late. A study by Intrum Jus- 
titia. the debt collection 
agency, shows that a dispro- 
portionate number of them 
delay paying, to save money. 

Mr Tandy says: "If you 
asked our colleagues in 
Amsterdam about their expe- 
riences, they would probably 
say the UK Is one of their 
worst European payment 
areas.” Late payment 
accounted for 5,000 of the 
40,000 small UK companies 
that failed in 1995. according 
to the Federation of Small 
Businesses. So will the UK 


so « 


listen to Brussels and 
change Its payment laws? 

"The key Is which party is 
In power,” says Mr Jon Aln- 
ger, senior policy adviser In 
the small and medium enter- 
prise unit of tiie Confedera- 
tion of British Industry, the 
main employers* lobby. 

The governing Conserva- 
tive party prefers a volun- 
tary regime. But Mr Tony 
Blair, leader of the Labour 
party, has pledged to intro- 
duce a statutory right to 
interest, though it would 
apply only to businesses 
over a certain size. But on 
this issue, at least. Labour, 
the largest British opposi- 
tion party, appears closest to 
the Brussels mood. 

Simon Kuper 


Nation high in league for 
adopting EU social laws 


Banks ‘still need 
branch networks’ 


By Caroline Southey hi 
Brussels 

The UK ranks among the 
top four EU countries for 
putting into place laws on 
social policy, according to a 
league table to be published 
by the European Commis- 
sion today. Britain, along 
with Sweden, Germany and 
Denmark, has translated 96 
per cent of 50 EU directives 
covering labour law, equal 
treatment and health and 
safety Into national law. 
Only Finland does better 
with a 100 per cent record. 

EU officials stud Britain's 
record was surprising, given 
its government's strong 
opposition to social legisla- 
tion from Brussels. The UK 


has an opt-out from the EU 
social chapter and recently 
sought to bave the EU’s 
working time directive 
struck down by the Euro- 
pean Court of Justice. 

"The evidence shows the 
UK has been swift to imple- 
ment the laws, even though 
they gave everybody a bard 
time before their adoption." 
an EU official said. 

The country with the 
worst performance is Spain, 
which bus transposed 36 of 
the 50 directives, followed 
closely by Italy, Belgium, 
Greece and Portugal. 

Mr Padralg Flynn. Euro- 
pean Commissioner for 
social policy, will today 
warn that the Commission 
will be targeting countries 


that fail to implement social 
legislation, particularly 
directives relating to health 
and safety in the workplace. 

Be will say that the Com- 
mission will be quick to 
refer infringement cases to 
the European court, point- 
ing out that three cases are 
pending against the Repub- 
lic of Ireland, Belgium and 
Spain. Mr Flynn will also 
say that member states are 
now open to fines if the 
Commission is forced to 
take them to court for a sec- 
ond time on Infringement 
charges. The Commission 
this month announced a sys- 
tem of financial penalties 
which will come into force if 
member states ignore Euro- 
pean court rulings. 


By George Graham, 

Banking Correspondent 

Banks will continue to need 
their branch networks in 
spite of the advance of new 
distribution channels such 
as the telephone and the per- 
sonal computer, says a study 
by KPMG, the consultancy 
firm. 

In a survey of 45 leading 
banks in six countries. 
KPMG found that although 
some trimming of branch 
networks is planned over the 
next five years, most expect 
little or no reduction in the 
volume of financial transac- 
tions handled by their 
branches. "Branch numbers 
will continue to decrease, 
but it won't be a wholesale 


slaughter,” said Mr Philip 
Middleton, partner In charge 
of banking strategy at 
KPMG. 

Research carried out for 
KPMG by NOP, the opinion 
polling group, found that 
many bank customers were 
still very reluctant to use 
newer channels to deal with 
their banks. 

NOP found that 40 per 
cent of consumers said they 
would definitely not use a 
PC or interactive television 
to obtain financial product 
Information, and 25 per cent 
would not use a cash 
machine. One in five said 
they would definitely not 
telephone a bank operator, 
but only 13 per cent would 
refuse to telephone a branch. 


single one of them readily agreed." 

Mr Jackson said the prospect of a 
Labour government, combined 
with continuing growth and 
Increasing skills shortages, meant 
his union would be actively 
recruiting - and targeting compa- 
nies such as Honda, the Japanese 
motor manufacturer, which has so 
far not recognised unions at its 
plant in south-west England. 

The single-union agreement 
signed with Coca-Cola Schweppes 
shows how the union is prepared 
to accommodate management. It 
states: "To ensure the fullest use of 
plant, equipment; vehicles and 
manpower, there will be complete 
flexibility and mobility of employ- 
ees within their capabilities and as 
required by the company." 

Sony UK says: "We have a long- 
standing, positive and amicable 
relationship with the union.” 


Parades 
move may 
provoke 
NI anger 

By John Kampfner, 

Chief Political 
Correspondent 

The government is set to 
reject a proposal for cross- 
community commissions to 
adjudicate on sectarian 
marches in Northern 

Ireland. 

Ministers have decided, in 
effect, to reject the main 
proposal of an independent 
report by Dr Peter North, 
vice-chancellor of Oxford 
University, for fear of antag- 
onising pro-British “union- 
ist'’ MPs from Northern 
Ireland. The government 
now depends on them for 
survival In the House of 
Commons. 

The move is likely to 
Increase hostility among 
nationalists in Northern 
Ireland. Relations have yet 
to recover following last 
July’s decision by the North- 
mi Ireland police to permit 
a inarch by the fiercely Prot- 
estant Orange Order 
through a Roman Catholic 
estate in the small town of 
Drumcree. 

Dr North will publish his 
250-page report In Belfast on 
Thursday. It is expected to 
suggest a five-strong tribu- 
nal and a statutory code of 
conduct for parades. Minis- 
ters said the broad thrust of 
the recommendations would 
be welcomed, but that fur- 
ther consultation would be 
required before emergency 
I legislation could be intro- 
duced. 

"Some smaller bits we 
could live with, but there's 
no way we can be rushed 
into something so controver- 
sial as a tribunal," a senior 
member of the government 
said yesterday. "If there Is a 
solution, it can only be 
found in the long-term." 

The proposal would anger 
pro-British politicians from 
Northern Ireland on the 
grounds that it would give 
the government of the 
Republic of Ireland a say In 
Northern Ireland affairs. 
Under the 1985 Anglo-Irish 
agreement, the republic's 
government would be enti- 
tled to nominate candidates 
to public bodies. 

Unionists from Northern 
Ireland have warned British 
ministers that they might 
bring the UK government 
down over what they would 
see as a de facto veto for 
nationalists over Protestant 
marches. 


Small-town innovator defies appliance giants 

Maker of revolutionary vacuum cleaner has assembled research team to design washing machines 


I n a sleepy corner of 
southern England, one of 
the country's fastest 
growing manufacturing com- 
panies is planning an assault 
on the world's domestic 
appliance industry. 

Dyson Appliances, based 
in the quiet country town of 
Malmesbury L20km west of 
London, has in four years 
shot to annual sales of 
£100m (5167m) by Inventing 
a revolutionary type of vac- 
uum cleaner. 

Mr James Dyson, the com- 
pany’s founder and chair- 
man. has assembled a 60- 
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strong research group, 
mainly comprising people in 
their 20s, to spearhead his 
development push into new 
product areas. Washing 
machines are among his tar- 
gets. Mr Dyson, a 49-year-old 
who trained as a designer at 
the Royal College of Art, 
says his research team Is 
looking at new types of 
washing machine that will 
outperform existing prod- 
ucts. 

He is unimpressed by tbe 
innovation record of the 
world's biggest white goods 
companies, including Elec- 
trolux of Sweden. General 
Electric and Whirlpool of the 
US, and Matsushita of 
Japan. "The domestic appli- 
ance industry is dominated 
by multinational companies 
which all know what their 
rivals are doing and which 
have no Interest in coming 
out with new technologies 
that upset the status quo.” 
he says. "In principle, 
today's washing machines 
are very much the same as 
when they were first 


invented. The whole area of 
domestic appliances is ripe 
for technological innovation 
and new products." 

Dyson Appliances is 
responsible for every sev- 
enth vacuum cleaner sold in 
the UK. Its systems are 
based on a unique design 
which dispenses with, a bag, 
collecting dust in a plastic 
container through centrifu- 
gal force. 

With a new design that 
banishes the conventional 
dust collection bag and picks 
up dirt using a novel air- 
swirl system, the Dyson 
"upright” cleaner fit also 
sells a "cylinder" product 
based on the same princi- 
ples) is the biggest selling 
vacuum cleaner in the UK. 

In the past year, roughly 
400,000 of his machines have 
been sold, out of t otal s ales 
of 3m worth about £300m at 
retail prices. Taking into 
account the different brands 
of the main companies in tbe 
market. Dyson is the third- 
blggest supplier of vacuum 
cleaners in Britain in unit 



James Dyson is unimpressed by the multinationals' record 


terms, and the biggest in 
sales terms. 

About 15 per cent of 
Dyson's vacuum cleaners are 
sold outside the UK, but 
within three years Mr Dyson 
wants this figure to reach 70 
per cent. He reckons there is 
particular potential In 
Japan. France, Germany and 


the Benelux countries. Mr 
Dyson owns 100 per cent of 
his company and he says he 
has no plans to bring in 
other shareholders or to go 
public. The company has no 
sizeable bank loans and, he 
says, last year made net 
profits at around 20 per cent 
of turnover. "It would be 




nice to keep the company 
independent rather than to 
go public. The basic aim for 
Dyson Is to be a product 
development company plan- 
ning for tbe long term.” 

Even though executives In 
the white goods Industry 
might have their doubts 
about some of Mr Dyson's 
visions, they share his think- 
ing that he is right to want 
to broaden out his product 
range. "At the moment he 
has a one-product company 
which Is hound to be very 
vulnerable,” says one com- 
mercial rival 

Mr Ernst-Uwe Hanneck, 
UK managing director at 
Bosch-Siemens Hausgerate, 
the German company that is 
Europe's second-biggest 
maker of appliances, says; 
"Mr Dyson’s ambitions are 
not going to give me sleep- 
less nights. Washing 
machines are a very settled 
market and you would need 
to be a genius to come up 
with something new." 

Peter Marsh 


TV channel 
chief to diiit 


Mr Michael Grade, the chief exscotl je Jf Channel 4, is to 
step down this year to pursue other isiness interests, 
the television channel’s board annoi lied last night - 
Channel 4 is part of the terrestrial c xmercia] television 
network and is thought to be a poss & candida te for pri- 
vatisation if the governing Consem tve party wins the 
coming general election. : 

Mr Grade said last year he would ' tght to tbe last 
breath in my body" against the prfvs -nation of the chan- 
nel. Sir Michael Bishop, chairman of flannel 4, said: 
"Michael Grade has told me he wlshdt© leave the televi- 
sion industry and pursue his other b 1 iness interests. 
Since 1988, Michael has directed Chanel 4 with skill. 
determination and style." 

■ QUEEN'S YACHT 

Former premier attack ministers 

Sir Edward Heath, Conservative prime iunister from 
1970-74, yesterday attacked the way thejresent Conserva- 
tive government had announced a £6Qni$100m) replace- 
ment for the royal yacht Britannia. He dd the behaviour 
of ministers had been "not honourable "Labour, tbe big- 
gest opposition party, warned at tbe wecend that if it 
won the coming general election it woulnot provide the 
cash from public funds. The 44-year-old ^ssel hosts the . 
royal family cm visits outside Britain ands used for offi- 
cial receptions. 

Sir Edward said on BBC Radio that it wild be a mis- 
take for the Conservatives to include a pUge to fond a 
replacement Britannia out of public monr in the election 
manifesto. Sir David Steel, former leader E; the centrist 
Liberal party, said: "It is certainly very foUsh to involve 
the royal family In a political row.” 

Editorial Ccoment, Page 17 

■ ROYAL AIR FORCE j 

US transport planes prefrred 

The Royal Air Farce is pushing the UK deface ministry 
to lease six large C-X7 US transport aircrafto help move 
heavy equipment for the new British rapid eployment 
force. McDonnell Douglas - which makes t> newly-de- 
signed, jet-powered C-17 - has submitted araosalidted . | 
proposal to tbe ministry on tbe costs of leastg the air- - 
craft. But the ministry is unlikely to make ay early deci- 
sion on its military transporter needs until her in the 
year, when the future of tbe European FuturLarge Air- 
craft becomes clearer. 

France and Germany are discussing how tfinance the 
$5bn development cost of the FLA, which is aialler than 
the C-17 and powered by slower turboprop en&es. in 
1994 Britain said it would join the FLA prograune, pro- 
vided it was commercially managed by Airbu^adustrfo 
and built to a fixed cost But the programme hj since 
run into difficulties because of cuts in the Fredi and 
He rman defence budgets. V - - 

The RAF, which has never wanted the FLA. .(lobbying 
to buy a small number of C-17s, as well as replying its 
s maller Hercules transporters with a new versii' of the. 
Lockheed C-130J Hercules. The RAF is already iplacing 
25 of its Hercules with the new C-130J and will ted to 
replace the other half of its fleet from 2004. If thfLA is 
to meet that timetable, development would haves start 
this year. If the project collapses, however, seriov consid- 
eration may be given to the C-17. Bembf Gray 

■ THE ECONOMY, . 

Growth at fastest rate for 2 yars 
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nibble away at any spare capacity left in the economy. 

The economy has now grown by more than 12 per cent a 
this basis since the trough of the last recession almost 
five years ago. Mr Kenneth Clarke, tbe chief flnqpr*. min- 
ister, said yesterday that the economy had gone “from ' 
strength to strength" In 1996 and that the outlook for 198T 
was even better. Robert Chote 

■ MANUFACTURING 

Skills shortage bites in heartland 

A shortage of skilled workers in the UK's industrial heart- 
land is causing employers to suffer their worst recruit- 
ment difficulties for more than six years. Manufacturing 
and services employers in the west Midlands say the task 
of recruiting staff for skilled and semi-skilled jobs has 
become harder in the past three months. Employers in 
Bir m i n g h a m , the second largest city in England, blame 
the labour shortage on a combination of factors including 
a poorly-motivated workforce and the benefits trap, in ; 
which wage levels are too low to make tt flrmnHaily v 
worthwhile to leave state benefits. 

According to Birmingham Chamber of Commerce - foe 
UK’s biggest chamber, representing more than 5,000 •* ! 

employers - 48 per cent of manufacturers reported 
recruitment difficulties last month, compared with 38 per 
cent at the same time last year. Richard Wotffc 

■ EQUALITY 

Pay gap wider for managers v 

The pay gap between men and women in managerial-posi- 
tions is wider than In professional occupations as awtmle, 
according to the Equal Opportunities Commission. It says 
female bank managers earn 36 per cent less man their 
male colle agues, while for general administrators and 
managers the gap is 42 per cent Women secondary teach- 
ars fere better, with a gap in the hourly rate of earnings ' ' 
of just over 10 per cent Women in professional p ositi on* - 

earn between 80 per cent and 90 per cent of their malecpl- 

leagues pay. Women in sales and craft occupations ears 
only 70 per cent of male earnings. Just as tW pay gap~- 
varies between occupations, the EOC says it also varies- 
between sectors. The gap is much narrower in the public 
sector, where women Bam 80 per cent of mm’s weekly 
earnings, than In the private sector, where they earn, only 
67 per cent. Andna.Bdtget ' 

■ ELECTRONICS J 

Sumitomo to expand Welsh plapt 

Sumitomo Electric Europe of Japan is to create more than 
80 jote in a £2.8m (S4.7B1) expansion of its plant at Port 
TaJoot, south Wales. The company will makw cables for 
electronic appliance manufacturers in mainland Europe.--' 
The expansion is being grant aided by the government's 
Welsh Office. UMw 
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TECHNOLOGY 




‘Soft’ X-ray advances have a variety of medical and dental applications, writes Bruce Donniney 

A source of 
high energy 




A lmost everyone has had 
their mouth prised open 
for a dental X-ray, but 
bring up the subject of 
synchrotron radiation and most 
would be left with their jaws 
hanging. 

Yet these high-energy “soft" 
tor long wavelength) X-rays are 
pushing researchers towards 
technological advances in radiol- 
ogy, pharmacology and microfa- 
bri cation. If the X-rays In the 
dental surgery are like a light 
bulb, radiating weakly in all 
directions, these are a million 
times brighter and are tightly 
focused like a laser. 

X-rays have brought enormous 
benefits to medical and dental 
patients over the past century. 
But there has not been very 
much progress in bow X-rays are 
produced since Wilhelm Conrad 
Rontgen first discovered them 
100 years ago, says Giorgio 
Margaritondo. experimental 
coordinator for the $2O0m Elettra 
Synchrotron Laboratory outside 
Trieste. 

In conventional X-ray produc- 
tion. electrons generated from a 
heated metal wire use alternating 
voltage to bombard a metal strip 
mounted inside a vacuum tube. 


The metal then transfers these 
electron beams into X-rays. 
Unfortunately, no matter how 
the tube is modified. X-rays are 
emitted in all directions, says 
Margaritondo. Most medical 
X-ray applications still use the 
ROotgen technology, so have to 
be shielded. 

The approach taken by the 
Elettra laboratory Is different. 
Electrons (charged elementary 
particles) are injected from a 
100m tube into a 400m stainless 
steel ring and circulate at -the 
speed of light in an almost per- 
fect vacuum. Left to themselves 
they would move in a, straight 
line, but a system of magnets 
bends their path, causing them to 
lose radiation or X-rays, which 
can normally be continuously 
emitted for 34 hours. . 

Because of the high energy pro- 
duced by the process <2.4 giga 
electron volts or 100m tunes the 
energy of a nine-volt flashlight 
battery) and greater accuracy in 
controlling the beam, Elettra's 
brightness is equal to that of the 
interior of a burning Saturn V 
rocket nozzle. The main X-ray 
beam is several centimetres in 
diameter, with beamlines 
squeezed out from the centre of 


the ring through tiny holes in the 
ring wall- As a result, a beamline 
can be focused to a dimension 
one hundred times less than the 
thipimpss of a hair follicle. Nine 
such beamlines are operating at 
Elettra, with three more planned 
by the end of this year. 

With such focus and sensitiv- 
ity, radiology could be taken to 
whole new levels. Low-radiation 
mammography at doses five to 10 
times lower than at present 
would give women the option to 
have more frequent examinations 
for breast cancer. 

Soft X-rays will also dispose of 
the need for risky heart catheter- 
isations in angiography (or radio 
logical detection of coronary dis- 
ease). Instead of requiring iodine 
to be shot straight into the heart, 
only a peripheral injection would 
be needed to get the same results. 

By applying soft X-rays to the 
fast-growing field of microfabri- 
cation, with synchrotron X-ray 
lithography an entire mould far a 
micro-turbine could be made 
with an accuracy of 1,000th of a 
millim etre. Such extremely small 
mechanical objects integrated 
with electronics could create 
workable microcomputers capa- 
ble of gaug in g surrounding tern- 





Different approach: the Elettra Synchrotron Laboratory where electrons are i njected into a 400m staHess steal ring and circulate at the speed of light 


perature, gas composition, and 
pressure. 

Microfabrication applications 
Include intelligent pills, whereby 
a microdoser inside an implanta- 
ble capsule would make decisions 
on when to release medicine by 
measuring the level of pathogens 
in the bloodstream. “Several bio- 
medical industries already have 
interesting prototypes of implant- 
able drug delivery microsystems 
with some intelligent part on 
board.” says Francesco De Bona, 
a mechanical engineer at the Uni- 
versity of Udine in Italy. 

“But the near future will focus 
on integrating microfabrication 
processes with microelectronics 
to obtain already existing devices 
at lowo- prices and increased reli- 
ability - as has already occurred 
with automotive air bag acceler- 


ometers and engine pressure den-, 
sbrs." 

Soft X-rays can also be used in 
crystallography for pharmaceuti- 
cal development, since - their 
wavelengths are close to the 
inter-atomic distances between 
molecules and solids. Because the 
X-rays can be used to examine 
such minute distances, the phar- 
maceutical industry can carry 
oat its searches for new interac- 
tive drug mechanisms on a more 
fundamental level. 

Electrospectroscopy offers yet 
another medical application 
where soft X-rays can be sharply 
Focused locally to view synapses 
of .jhe brain. This would give 
researchers a snapshot of the 
brain's chemical make-up, 
enabling researchers to know 
what Impact a con taminan t is 


having on a brain cell at a level 
of one 10,000th of a micron. 

The new X-ray technology is 
already being applied on a 
day-to-day basis tn the znicrofa- 
brication of micro-filters and in 
connectors for optic fibres. But 
while applications for mammog- 
raphy are only three to four 
years away, other medical appli- 
cations are unlikely to be avail- 
able for another 10 years or more. 
Margaritondo eventually expects 
to see regional synchrotron radia- 
tion medical centres at about one 
fourth the size of Elettra for a 
cost of $30m-$40uL 

Mean while, a fourth generation 
synchrotron reactor is already 
being planned for a site Just out- 
side Geneva with one character- 
istic that has never been present 
in X-rays before - coherence. 


This is an ^optical characteristic 
ynaking it possible to have dif- 
fraction (spreading or bending) 
similar to a laser. Two Swiss 
research groups, the Swiss Insti- 
tutes of Technologies and the 
panl-Scherrer Institute.' are co- 
sponsoring the project. If the 
Swiss parliament gives the expec- 
ted go-ahead this spring, the 
SFrl59m <$120 m.) Swiss . Light 
Source (SLS) should begin operat- 
ing with five beamlines by 2001. 

“SLS will bring about improve- 
ments in brilliance and coher- 
ence that will facilitate experi- 
ments in X-ray holography' and 
more profound structural analy- 
sis," says Bruno Reihl, SLS's 
head of experimental infrastruc- 
ture. “It will also have a bright- 
ness equal to about 80 per cent of 
the surface of the sun." 


T his year's main conference 
on Aids research, which 
took place in Washington 
over the weekend, has produced 
powerful new evidence that drag 
combinations offer the best pros- 
pect of beating BJV, the virus 
that causes the disease. 

Scientists reported encourag- 
ing results from many different 
clinical trials, involving 
two-way and three-way combina- 
tions of antiviral drugs. The 
fast-mutating HIV finds it far 
harder to evolve resistance to 
drug cocktails than to single 
compounds such as AZT. 

The trials show that combina- 
tions of two drags can cat the 
levels of HIV in a patient's 
bloodstream by 97 per cent to 99 
per cent. A triple cocktail may 
work even better, reducing the 
viral level to below the limit 


Trials support HIV drug combinations 

Clive Cookson on the encouraging results presented to an Aids research conference 


of the detection test used. 

There are two main classes of 
anti-HTV drag, which work by 
blocking different enzymes in 
the vims. Reverse transcriptase 
inhibitors such as AZT came 
first; they stop HIV replicating . 
itself. Protease inhibitors such 
as Merck's Crurivan. which are 
now reaching the market inter- 
fere at a later stage of the viral 
life cycle; they prevent the 
maturing of new vims particles 
that have just “budded off" a 
human cell. 

Results presented at the Wash- 
ington Conference on Retrovi- 


ruses and Opportunistic infec- 
tions show that combinations of 
drags from the same category - 
for example two reverse tran- 
scriptase inhibitors snch as 
Glaxo Well come' s 3TC with 
Bristol-Myers Squibb's d4T - are 
very effective. 

When drags from different 
classes are combined, the results 
may be even more impressive. 
One promising pairing involves 
two experimental drags 
designed by Vertex of the US 
and developed by Glaxo: 141W94 
(protease inhibitor) and 1592U89 
(reverse transcriptase inhibitor). 


The problem for doctors is 
that with so many possible com- 
binations on the market - and 
lots more in development - it Is 
impossible to know which drags 
to use on particular patients at 
different stages of HIV 
infection. 

Yet there is evidence that the 
order in which patients take 
drug combinations has an 
important impact on the devel- 
opment of infection. 

For example, one stndy 
reported in Washington found 
that d4T plus 3TC was effective 
as initial therapy bat worked 


less well if used after AZT pins 
3TC. In general, drag combina- 
tions work better on people who 
have not received any previous 
anti-fftV drugs - who are “treat- 
ment, halve’’, to. pharmaceutical 
jargon. - .1 ' v 
Glaxo yesterday announced a 
research programme with Asy- 
metrix, a Californian company 
in which it has' a 34 per cent 
stake, to improve the clinical 
management of HIV and Aids. 
The goal is to tailor treatment 
regimens to the pattern or resis- 
tance mutations within the 
virus. 


Scientists from the two compa- 
nies will begin building a data- 
base that correlates genetic 
information on HTV with the 
virus’s sensitivity to different 
drags and to the patient’s 
clinical experience. 

If this proves successful, they 
will expand the programme to 
collect data from tens of thou- 
sands of patients with 
HIV who are currently being 
treated with a wide range of 
drugs. 

The project is an application 
of Affymetrix’s GeneChip tech- 
nology, which consists of DNA 


probe arrays on a chip, instru- 
ments to analyse the results and 
software to process genetic 
information. “This will he a 
third stage in the development 
of tools to guide patient manage- 
ment," says Brendan Larder, a 
Glaxo HTV researcher. 

“The first was to -use CD4 cell 
co ants, and now we use viral 
load assays. Next, we want to 
track genetic mutations, he. the 
virus." x 

Many cirnicianc believe that, 
with good management tools,: 
they will be able to control HIV 
infection - and prevent indefi- 
nitely the development of 
foil-scale Aids - with comhma-- 
tions of two drugs- 
Three-way combinations, 
which are a nightmare for the 
patient, would only be used in' 
exceptional circ umstanc es. 


BUSINESSrOPPORTUNITIES 

READERS ARE RECOMMENDED TO SEES APPROPRIATE PROFESSIONAL ADVICE BEFORE ENTERING INTO COMMITMENTS 


Clare Reflwood 0171 873 3234 


Fax 0171 8733064 


Melanie Miles 0171 8733308 


January Investment Opportunities 

Electronic Tags for Cattle £400,000 
Internet Buying & Selling Software £lm 
Nursery Furniture £250,000 

Power Golf Tee £205,000 

Underwater Leisure Vehicle £75,000 
Organisational Software £400,000 

Jewish Nursery School £50,000 

Brand Building £260,000 

Factoiy Retail Outlet Chain £90,000 
Value Added Web Development £200,000 
Fleet Car Management £50,000 

Personal Development Software £100,000 
Diamond Mining in Angola $1.5m 


VCR 

_ -csl 1978- 


Full details in monthly Report 
Free trial subscription available 
to investors Tel: 01865 784411 


Stockbrokers 

Please telephone me in 
confidence if you have institutional oi 
private client business 

We electronically report bargains (if required) and our 
Windows NT 4 systems are performing well to (tie 
benefit of members and clients. 

My evening telephone number Is 01737 B 14707 


UP T0 100% FINANCE AVAILABLE 

We have concluded arrangements with a major UK 
Financial Institution to finance quality property proposals 

JAMES S. MAUDE & COMPANY (EsL 1974) 
10 Greycoat Place, Westminster. London SWi P 1SB 
Tel: 0171 727 6474 Fax: 0171 221 1196 


Unique Underpinning Specialist 
Foundation and PQmg company 

kc&s fund* in order io etploii 
opponufliiie. available io iu 
Contact And; Brookes at Kulcsoodi 
id: 01242 


HAZUEWOODS 

biqV/wrw wJtaaiewoodsaa3.uk 


CASH LOANS 


Available Immediately against 

Real Estate. Jewellery, Psuntinp. 
Cirt, Antiques. 
Opportunities considered 
Short term loans - No credit checks 
Cheques cashed to any payee 
• 

Mayfair finance - 0171 431 4461 

C^olidailoja, Guaranteed 
Wl HWE MOPE C.S 511 FVJiDS AVAILABLE 
THAN Tilt 4VER.ACE HIGH VTTJEFT BANK 


Development Capital Available 

International, dynamic, well managed 
coni] units vxktag cxpaoBMa at home 
JrtJArr overseas, should submit ihcfr 
bcsincM Plate, lor ■.'omxteration. Safes 
revenue, should be m esoas of IS S 
3 l> million pa and the company should 
be tndtnf, profitably. 

In addition to providing Development 
Capital »c would also provide 
management input to assist die 
development of the business. Please 
contact Ian Irvin. Senior Fanner, ac 
Stuart St. Crimr 
I. Si Colmt Sam. Eilmbwgh. 

EH3 bAA 

Tel; +44 131 ZMMOfi 
Fas: «44 131 23HMJT7 


Substantial Funds 
Available 

London-based business sought 
for acquisition. Service or 
vportt/leisine industries - 
preferred. 

Write to Box B5006. Financial 
Times. One Southwark Bridge. 
London SEI 9HL 


INVESTMENT 

OPPORTUNITY 

Cash-rich, fully quoted UK company seeks 
' investment opportunity from a business which 
' should be producing pre-tax profits of at least 
£1 million and have a sound track record. 

Nature of the business is not important but 
the management should be capable of i 
running the enlarged Group. 

Write Box B5019, Financial Times, 

One Southwark Bridge, London SEI 9HL 


MEDIUM SIZED YORKSHIRE BASED 
ENGINEERING COMPANY 

HAS ntGD(iCIK)NCAR\(JrYFCBtSrBELFABRICA!nONSllPTO 
6 TONNES IN WEIGHT TO THE VALUE OFflOAflOOITER MONTH 
The company is ideally suited to supply fabrications which are required 

on a regular basis and needed on a just in time delivery scheduling. 

Extensive CMC machining can also be offered if required. 

The company employs coded Welders and is approved la ISO 9002 
quality assurance standard. 

If you would tike quotations please contact the Managing Director at 
box no B5U01 Financial Times 
One Southwark Bridge London SEI 9HL 


£50,000 COMMISSION 

Offered to influential jjerscm/docTuan maker a Me to arrange immediate 
purchase of M mabtished Channel Island investment company owning L'K 
p ro p er r) leased to a substantial tenant- The lease, gu arante ed by map* PLC 
is tight institutional with upward only rent reviews. The c ompany has no 
debts or mortgages. New owner may continue lo be represented hj 
nominees. No naificatiao of ownership change need be made. Owner live*, 
abroad. Pnce required £1.295,000 io yield initial (ft, gross. Ideal vetuclc to 
hold further asset acquisitions. 

Write Boa B48&2 Financial Times 
One Southwark Bridge London SEI 9HL 


UKRAINE 

Well esabfchol communon com p any 
“INNOVTEOT. DNEPROPETROVSK. 
UKRAINE tookutg for plastics profiles 
pioJochv cqnipiaent in learittS 
Guondecs from local government and 
Bank available. 

Contact Mr Ruuo on 
Teh 0181 -U2 4jM5 
Fax HIM -M2 448H 


. CAPITAL GAINS 

from long torn 
PROPERTY 
INVESTMENTS 


Eincndc Lifestyle. Romm House. 296 
OaMm Orrcn Rtud. London, KWH °PT 
Tel: 01*1 453 mi | Fax: Ullfl 4SS J1W 


CHANGE YOUR LIFE 
FOR £50,000 

PATRON REWIRED FOR 
UNIQUE. EXPANDING WEST 
COUNTRY THEATRE. 

Phone 01985 218519 Fax S47292 


Fully listed 
shell required 

Ex public company chairman 
with substantial established 
private business looking for 
controlling interest in quoted 
vehicle. 

Write box 85005 Financial 
Times, One Southwark Bridge 
London SEI 9HL 


For Sale 

Unique collection of comics, 
artwork and films including 
Disney. Dan Due. Eagle etc 
dating: back to (be 1 940's. 

Can 0171 223 1211 
for details. 


PROJECT AND COMMERCIAL 

holding ovodabto m UK and 
mmmatianal eflonts 
Anglo American 

Group Pte- 

T*0tgZ4Z0t 36B 
Fax: 01924 201 377 


POWER TOOLS 
EXPORT SALE 


16.000 Power Tools 

400.000 Accessories 

CORDLESS 2 SPEED DW1S 
CORDLESS HAIIUER DRILLS 
CORDLESS SCREWDnVERS 
REVERSIBLE PERCUSSION DRU1S 
CIRCULAR SAWS 
VARIABLE SPEED JIGSAWS 
GRINDERS, BELT SANDERS 
SPARE BATTBUES & CHARGERS 
WOOD. MASONRY * STEEL BIT SETS 
SAW BLADES 

OFFERS INVITED 
FROM VOLUME BUYERS 


STOCK WANTED 


Surplus and delisted consumer 
goods. - Electronics, Brown Goods, 
White Goods, Watches, Office 
Equipment & most branded durables. 
Cash offer within fiours. Substantial 
funds anailaHe lor rokane deals. 


Cad lor fu!! details 

+44 (0)1628 782233 

or Fax; +44 (0)1623 781555 

PST 

Priors Way, Maidenhead 
Berks SLS 2HP, UK 
OVERSTOCK BUYERS SINCE 1S73 


COMPANIES 
IN DIFFICULTY 

Is there j sound 
underlying business'.' 

Is there a turnover of 
more than £5m n 

Postern can help with 
funds and management 

The Postern Fund is confidential 
and focused on corporate 
turnarounds and rescues 


Contact Trevor Swclc at 
Poilrrn 44 A Floral Street 
London WC2E U DA 
Tel: 0171 2404747 
Fax. 0171 240 2799 
Portcrn Fund Management Lid 
n icfrnLucd by IMRO 


SERVICES TO THE 
FOOD INDUSTRY 

A Pic . serving the food 
sector, with annual pre-tax 
profits of £2m+. would like io 
hear from private companies 
in the same sector with a 
view to acquisition or reverse 
take-over, depending on size. * 
Write box B4992 Financial 
Times. One Southwark Bridge 
London SEl 9HL 


First mortgage required for long 
established and successful 
Caribbean hotel. 

Current value USS 7.4M loan 
required of 7ti r T> i$5. ISMi. 

No brokers. 

Call Mr Richard's 01451 R70 539 
orOS5n.M4l.1frf 


PUBLtQUE DU CONGO .... , ■ 

Mioistta do flscomiw, da Finances et da Plan. Charg£ dtf la Prospective 
Cocnili de Privatiotwc 

Arm. De Canmdatukes pouh La Mhe Ew Concession 
D u Chewui de re * Conco-OcAan 

Cooforeitacai A Ii loi 21AM pomar LoLCrfrt *ur la Prin oaau oB. ton addhif et sa demo rfappfication. k Gooveretcxocar de la. 
mpribliqnc ik Craigi a d&ati de atedda faptoi Mfi o ii da Chantn de Fer Coggo-Oofae (CFCO) a oa optatcar privfc. dam to cadre 
June ccncruioa co mm c rcia h: fae dtrie mnrimum de vmgt ant. H a retain lea jgviceg de CPCS ImcmanoraJ Lite poor fappnyer dam 
cent miac en conce ssi on. 

LeCFCO 

Le CFCO uaw p r eo ifa p rioci pal nw cnl la Ipe * ink mcniqoc ladtjoe qm idk Mnre-Noire i Brazzaville (510 km) ct me ligacl voie 
rartriqnc <fc Mmu B<So t MBtoda (285 km) En 1995. le CFOO * tranqiqoi 714.000 Tde fie* (2S6 milKom deT-kra) el l^mUBradde 
voyng/aMM (102 lenDioos dc V-km). L'raptottitiaa SmniMi eg eancfl cm otf confide k on MEoeeaa public, gri sen qg en 
&qo>dabon a VcsBic a vipw de ta caascanon. 

La Socktf caoceadnOBaire 

La Socki t concesuniiaire opkiien le* aenricra de transport fcnuviairc a k chafgcra de reaerrtka (el ii bcaoin eg de m niac en tat 
prfalabkl da rcoowdJemnt rt da tkvctoppcmcwi du pare de awfrieJ (cnoviaire ntceaum k rexpiotntion. aimi qnc k revite en taL 
dc fcmreikn * du naowvcUcmcnt dn kftMNCtoca. 

Le duita dc ractiannaire dc rdHrewe 

La mire en ctnaccstioti son mente par appd t h conctarience haemanonak. Dans ge prenkre dupe (preqnafificanoa), k yai re iu anita 
nmndn a auenble ef m n rp fB ci aa anwnia dMreua de dcvotfcr, indlvitbeBamt aa ea groapranciH ractiaouire dc rtgr a mc dr la 
rujwe Sock** eoaceaiknufae a leiapOmm let erktfra de base saiufMs: 

a) roai p tira cc daaa k n omp on fa wah e 

t») eqaeit^ ftnanciere pane mute les inveBssscaiao de ranhe re tai « de modenusanoa da Oxmin de fcr. 
ct |cs ditto* eompitaaiMire* d-opics. 

aleorapewncc daw k doonbic de r< j|i h »iMilun Jennepriso de rrmspon. 

M caperienee du Congo on tfm pays rimihue. 

n «'“* P» >eqiri< qtikn camtkbl nanphue k hd leal tons ces entires. L'actwa wm e dc rifireocc poena fare emposi de MCkos 
diniacic* compteoaM certains de* caadidab jadquaUIUs el tTeotrer partenatres riauels, cfaacna tfentre OT rempBasant tm oo [dosieon 1 
nirtrei. k poupemeM ■ctiomato dc rtOreoM dev™ kt renqdir mo* Dans me jccoode tape (siketiot Kdanpcj, k* (acqaalifics 
nsnettronr ane oiThr tochokoe ecndic m u prajet dc ptac tfentreprue. Le gouveractacal retiendia k* offles oaaxSMa 

«ame acccpuhks. Dam me trotikme a demitre tape (eikctioo rtoaneitol. les Candidas retems A rtupe pcfeUcMc prtscHCKntatK 1 
afftt finandto hit k base At on dn entire* dc dwi* financicni tfcfuis dug le dossier tfappd (Toffies Le Zyuu fth Foflro 

rmanrito la mdlleare tent cboisi cunae actiomaire de riboct. ■ ■ 

La priqaalifieaiiM 

Un doasn de priqBalification a tu prfpm catonaos dm kronnatiaas dtaiOecs wr k CFCO. rtoHKiie antolare, k pretatarede 
raise en coocmuota a les itrfonnslKTO i prodnire pour ta prequalsfieghai Poor obtodr ec doiskr, k* bntowis dotoat en flare ta 
dcoMnde pg tail i Tadrerte wUtfnic |dai tn. par la page, le ftHicopicur ou le counter ik c i ro juqu c. Le cafe da ioakr at fi*i i 200 
5US. tn. rtqriviteM itanm toffi tk»«e tmvtniUe. payable par dteqac Ubdli noon du Scmtaritf du Combe' de Privattaboo, 
KcpuMujttc dn Congo Le dourer de piiqualdkalion ac k» envoyi not demandem* qu'apris mepoan dc ce pakroeaL 

La tlonicTS cmnprfiant Is dcraantk tone dc ptitfoolirrCMioo el dfanonintm la crrapfacncc de* coadkUa pour cc faire. devroot BWXmr 
aa phu laid le vendredi 28 ftvrier 1997 a Tadirac saivanie: ^ 


fPCS iBUmoifaxwl Liie 
J50 rue SparL*. Bom 602 
Ohms. Ontario. Kill TSs 
h 


ESS 

OPPORTUNITIES 


Channel Islands 

Full Olbhore Incorporation & 
AamMswutan. 

Trust EstabHtfunonf Poyrof Syntams r 
■ Bartung FataOttas 
tot Ea-PatnahB. 

For dotal* £ appotntmant witta: 
Croy Trust UmScd. 2nd Root, 

34 Oawd Ptoco. SI Halier. 

Jorsoy JEZ 4TE 

Tei. 01534 87ET774 Fax. 01534 35401 

E.Mjd rroytnit®«l.iiot 


ronlrolHag Make (55%) for 
■sale in PLC status properly 
«Mmpany Net Ajartsvatue JUSLOOa 
ExceUent name and 
shareholder list. 

Write box BSW4 Financial Tlmeo 
One Southwark Bridge 
London SEI 9HL. 


HANACMG tWtCCTOBS naodM to ooto 
re bustnesa conau Hants lor work with 
owno morngod DuotoKsoa rt dn 
Ltfncton moo. Fteaao tax yout GV ta The 
HornbMon Group LBL 0171 930 8306 

ILS. PUBLIC SHELLS AVAILABLE Ud On 
US stock o a di on Qo TW: r310) 556 B630 

or Fa.v (370) 5564B23 WWW. bW com 

E -nvat-ttVS^tool ton 

MERGERS & ACOUISmOMS - CorperaM 
Ftnanco Tut 01242 237661. Fa* 01242 
584263 Wp.'.Www hadowouds conk" 


TflcphoiiK (613] 237-2509 
TiUcoptnic (613) 25744W 
Courier DeeHMique: 
nO0JNG@HICKUNC.CA , 


ANNOUNCEMENT - 

The Central Bank of the Republic of Armenia 
would like to purchase 1 or 2 currency processing 
(counting and sorting) machines • 

The main specifications of these machines are as’" 
follows; 

* capadty - 20,000 - 50,000 notes per hour, 

- possibility to be equipped with shredder for 
on-line destruction of unfit banknotes; 

- ability to stack not less than 15 different 
denominations of notes (not simultaneously):;.. 

All organisations concerned are expected to 
submit their commercial offers by March i, 1597,': 
or to start negotiations with experts -from the 
Central Bank of the Republic of Armenia by 
February 10, 1997 

Our address is: 

Republic of Armenia 375010 ^ 

Yerevan 10, Nalbandyan 6 ' 

Telephone; (3742) 58-97-34, 58-35-14 
Fax: (3742) 58-06-53, 56-04-41 

Contact person: Mr. Gevorg Tumanyan, 

Head of Issue and Reserve Department V. . 
Central Bank of the Republic of Armenia 
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Clare Bellwood 0171 873 3234 


BUSINESSES FOR SALE 

Fax 0171 873 3064 




PRINTERS AND MANUFACTURERS OF 
DIARIES AND LEATHER GIFTWARE 






The Joint Administrative Receivers offer for sale the business and assets of the following companies: 


Karl Loynton 0171 873 4874 / 

I FOR SALE 

PRECISION INJECTION MOULDING 
COMPANY 


The Vendors offer for saJe the business and trading 
assets of this precision injection moulding company 
located in the vibrant Scottish electronics maiket. 
Principal features of the business indude: 

- Blue chip UK customer base 

•Turnover in excess of £3 million 

•Further growth potential from existing equipment 

•Purpose built 30,000 sq ft facility 

-Latest high-tech equipment 

For further information please contact either Fiona 

Buckley or Cheryl Potter at:: 


Macdermott & Chant Limited 

Principal features of the business Include: 

• manufacturer of high quality book binding, leather and pocket diaries, 
and social stationery 

• leading position in high qualify sector 

• extensive 'blue chip' customer base 

• turnover 1 996 c£7m 

• freehold premises of 24,000 sq ft in Enfield, North London 

Cramp of Cornwall Limited 

Principal features of fhe business include: 

• high quality book binders 

• specialising in leather diaries, personalisation and fulfilment 

• turnover 1996 c£3.8m 


Syntext Limited 

Principal features of the business include: 

• print services principally for retailers 

• turnover 1 996 c£9m 

• well equipped, modem leasehold premises of 71,000 sq ft in 
Nottingham 

• large quality customer with significant contract work available 


Ash Leathergoods Company Limited 

Principal features of the business include: 

• manufacturer of high quality small leather goods 

• specialist market servicing top end retailers and corporates 

• turnover 1 996 c£650k 

• leasehold premises of 5,500 sq ft in West Midlands 


Bank House, 9 Charlotte Street, Manchester. 
Tel No: 0161 228 2121 Fax No: 0161 200 0280 


P<Ti 


Niche Bakery 


• wed equipped, long leasehold premises in Camborne, Cornwall • leasehold premises of 5,500 sq ft in West Midlar 

For further information, please contact Matthew Nelson or Karin Davies of Coopers & Lybrond. Plumfree Court, London EC4A 4HT. 
Tel: 0171 212 6077/6101 . Fax: 0171 212 6666. 

Coopers ft Lybrond is authorised by the Institute of fT um ew -rf Accountants hi Rnghnrf and Wales to carry on Investment B usiness 


CONCORD LIFTING 
EQUIPMENT LIMITED 

The Joint Administrative Receivers offef for sale 
the business and assets of this established lifting 
equipment hire and sales business as a going 
concern. 

♦ Two depots - Wimbledon and Barking 

♦ Turnover approximately £800,000 per 

annum ~ 

♦ Comprehensive hire anventoiy 

♦ Extensive customer base - principally 
contractors 

Far ftither Infcxmafloa please contact the 
JoirtfAdmMsftaflve Receivers, 

VMan BcAstow or Mgel Ruddock 

ROBSON RHODES RSM 


Humberts Leisure 


Norfolk Broads 

Profitable marina and 
holiday centre 

■ 1 74 berth marina with workshops 
* Caravan site with hire Beet 
► Public house and restaurant 
» Shop and indoor leisure centre 
i 4 bed owner's accommodation 

For sale freehold 

12 BOLTON STREET • MAYFAIR 
LONDON W1Y 7PA 

FAX: 0171 409 0475 TEL: 0171 629 6700 


HOTELS • GOLF • LEISl'RL 


FOR SALE 

OFFICE FIT-OUT AND DESIGN COMPANY 

An opportunity to acquire a well-run and successful business In 
the design and construction of commercial interiors. 
•Established 20 years -Turnover £3m -M25 Location 
•Profitable throughout the Recession 
•Excellent scope for expansion 

J BRANDENBURG 
CONSULTING 

Ragiialed by tfw S ecuri ti e s and Futures Authority 

Wtemfcxd Court 29 Throgmorton Street London, EC2N 2AT 
.Telephone 0171 -374.6000 . . . FacsJmte 01 71 -374 6346 


Chartered Acoourtanb 


International 


1 86 Cfly Rood, London EC1V 2ND. 

Tel: 0171 251 1644. Fax: 0171 2500801. 

Robson Rhodes Is aumorired by tee of Chartered Accoureonts 
to Engtand and Wales to cany on Jrweiftner* txntness. 


TURNED PARTS BUSINESS FOR SALE 

Wen established company based in the Midlands, operating 
singles, mulbs and CNC machinery for the manufacture of 
automotive components. Turnover c £l-5m, net assets value 
c£0.75m. The business has a good order book and could be 
relocated, if required. Subsidiary of pic which no longer fits 
the longer term group strategy. 

WWte to box B5011 financial Times 
One Southwark Bridge London SE1 9HL 


BUSINESS FOR SALE 

Ladies nightwear manufacturer. Winner of Queens Award 
for Exports. Long Established customer base. Turnover 
£1 m. Highly profitable. Cash rich. Owner retiring. 

Write to: 

Heath] and Associates 

75 Sbeepwa/k Lane, Ravenshead, NottinghanLNGIS 9FD 


Our client is a well established business specialising 
in the manufacture of high quality niche product 
Principal features of the business include: 

• Excellent growth record 

• Good scope for expansion 

• Fully automated p lant 
9 Respected brand name 

• Established and loyal customer base 

• Pbt circa £900,000 

P o t e n tia l purchasers write to Stan J Pmtey or 
Jafiaa A Gibhtas at 

Parnell Kcxr Forster Corporate Finance 
New Garden House 
78 Hatton Garden 

London EC IN 8JA Fax: 017] 782 9390 

B\NNELL 

Ptl ten Fmttr to luflmiiBd hr Ihe hiiliuaL □fQurtrrrJ T C KH R 

a...— ... i ■ 


CHESHAM. 

BECAUSE YOU ONLY SELL 
YOUR BUSINESS ONCE. 

And yon want to get it right. 

Chesham concentrates on creating the 
best possible deals for companies valued 
between £1 million and £25 million and has 
done so for 35 years. 

So if you want real depth of knowledge, 
contact our Managing Director to arrange a 
confidential discussion. 





AMALGAMATIONS 

The first name m merger brokfog. 


C S Ksh a m Houses 2 BmHiirk Street, L ondon, W1M5RN. 
Telephone: 0171-935 274& 


FOR SALE 
RECRUITMENT 
AGENCY 

£1.6 milli on turnover 
Profit n n aq ri n before tax 18% 
Established over 25 years 
Two branch operation in 
NORTH MIDLANDS AREA 
Write box B5002 Financial Times 
One Southwark Bodge 
Loudon SE1 9HL 


SUPERB ACQWSmON 
OPPOKTUNTTY 
Bnxaabfa Cnadfan Otfribalor 
Telecom peripheah muniwi™ 

aedss ^grearive teqtatx. Wefl 
^KBAgd ertananemtoU xjxayc*, 
c&vczae cmtocner n*L W*-* 

pcxeaial fir wwrth A tfaupcaliy 
y^trA fir m -> i-M*" MIL coverage, 
faw pwto tL fl y; 

BbUMinSIOia OoatwxTed 
jUtaobeny USA 
Re®! 35142- 


FOR SALE 

North west based, long 
established family owned and 
managed Engineering 
Company for sale. 
Owners retiring. 
Turnover circa £1 million. 

Principals only please to: 

Pierce, Chartered Accountants 
Thompson House, 

4-6 Richmond Terrace, 
Blackburn, 

Lancashire, BBt 7AU 


Company 



businesses 
FOR SALE 


Appear In the 
Financial Times on 
Tuesdays, Fridays 
and Saturdays. 

For further 
Information or to 
advertise in this 
section please 
contact 

Karl Loynton 
+44 0171 873 4874 


FINANCIAL TIMES 


FOR SALE 

Highly Profitable Group of 
Retail Jewellery shops 
t/o£JL5m. 

Owner retiring. 

Write Box B5015, 
FfoendaMImee, 

One Southwark Bridge, 
London SET 9H1_ 


White Metal Castings 
Manufacturer 

of Scale Models for Cofiectors 
Freehold Factory. OUcm, Shop & 
Garage. W. CDdiwaa. Wei equipped 12 
wufcstetions. Going concern, 
unprofitable. For Bale, freehold 8 pi**, 
a wttvafos. 07,000. 

Telephone 01S2877S1 93 


PROPERTY ON THE 


FUDy developed property related 
lanucx pratfua iridi wdl enabCabed 
market presence. 
CooddenMe potential for 
erurepreaeu: 

Wriie u Be* B5017. Fraxiri Ttaea. One 
Skwbwwk Badge. Louden. SE1 9HL 


FOR SALE 

Meud Treatments Company 
Aerospace & IS09002 approvals 
T/O circa £350j000 
South Coast location. 

Write box BS014 Financial Times 
One Somhwarfc Bridge 
London SE19HL 


FOR SALE 

Smol highly profitable business 
hiN.W. 

Manufacturing services to industry 
Inc Blue Chip. T/O £220,000+ 
Owners retiring. 

Write Box B50G8, Financial Times, 
One Southwarit Bridge, 
London SE1 9HL 


“NO DEAL NO FEE" 
SELLING YOUR BUSINESS 

(or tfcinkfDg aboot b) 
FMieaMy tf ke iB foncid aovtcs. 
dectrorna.oruimf»i 1 uring. 

React comet no Ur i cortfutacmJ 
tfiinTrynti 

EURO-PACIFIC LTTL, 

Vb&c WaMm, Mafcfachead, SLA JKU. 
Tel/Fax. 0162X402694 


FOR SALE 

Successful Retail Sales Business. 
Specialising in high quality car 
Audio and Security. 

Write box B5009 Financial Times 
One Southwark Bridge 
London SE1 9HL 


For sale 

Private housebuilding 
company in Ihe South East 
with substantial landbank. 
Write box B5010 
Financial Times 
One Southwark Bridge 
London SE1 9HL 


□dUI 


MANUFACTURING COMPANY 


WANTED! 

- Experienced Entrepreneurs seek to a acquire a manufacturing 
business, preferably in London or surrounding areas. 

- Ail business sectors considered. 

- Profitable companies with pre-tax profits of at least El 00,000 
p.a required. 

- Please write Box B5003, Financial Times, 

One Southwark Bridge, London SE1 9HL 


OFFICE EQUIPMENT 


OFFICE FURNITURE 


Due to city bank order postponement we have a large quantity of quality 
exacullve and syslem ranges -conferences and receptions. Large choice ol 
veneers: (Walnut, Rosewood, Ash etc.) 


with discount of up to ■10°o from R.R.P.! 


London Showroom for viewing 
Please contact 


LINCABURO LTD Tel: 01992 50^530 
FREEPHONE: 0500 021565 


YACHTS & 
POWERCRAFT 



ESS 

CES 


Strauchan 3. Co. Suite 6. 
Coniston House-. Town Centre 
Tyne & '.’/ear NESS 7RN 
Tel: 0191 4160275 


specialist lamp supply 
COMPANY 

Many blue driperatamea. conmctJ 
running uuo end of IW, ISO 9002. 
40 pegr colour teoebiBfc turaow 
£3000*1 55* profit 6 year 

trwfiug never made a loss, easily 
located easy to run. 

Fm for details 01734 713422 


/BUSINESS \ 
/ SALE REPORT \ 

/the Ho. 1 independent 

’retSum to tap businesses unsafe 

m the Mmhmt. 

V ia rrafor acquisitions and aH IK J 
recdwsNps.ForsiijdEial i/ 


LIQUIDATIONS AND 


Every week, way company teat has 
gone Into Bq^daBm or recaivfiiship, 
what they (M and who the liquidator 
or receiver is. 

01KS2 660669 or foe M6S B80887 
For runner details. 



7lona 


GREYHOUND 
TRACK FOR SALE 

la the Midlands- Excellent prospects 
for phaibis pennission for bofldag 
/Insure, etc. Interesting development 
of adjoining land 

No lime wasters please. 

Write box JB4984 Rnamria] Hme* 
One Soodrwazk Bridge 
London SB19HL 


SCOTTISH SMOKED 
SALMON COMPANY 

Long esiaUshfid profitable "Siato 
of ti» ArT EU approved laoory. 
For further delate write box B5007, 
Rnanaal Times, 

One Southwaik Bridge, 
London SE1 9HL 


Gwnany, Cologne Area. 
Well established 
BecbDffi.cs Company. 
Precision Instrumentation, 
In Us owe premises for sale 
pis fax 0049*2225*16114 
for details 


lie' lanrr Hater bcht Belli la 1*87 
% SHvraswi far MAa |K*n pea an 
j<toap«w >gi* e q>*i -o^>—i 
Wtaptei craw* Wat tedoe 

Trt -41 (Bl 171 Tp 

ftu -*4 W rn T* 6vs 


DISCOUNTING OF 
TRADE DEBT 

Forfaiting faculties for the 
discounting of negotiable 
trade debt, most countries 
considered with 
preference for Egypt, 
Turkey, India, Iran, full 
country menu available. 

JPR Financial Accountants 

Eat 1983 

Tel: 01215549030 
Fax: 0121 5237199 
Authorised Forfaiting Agent 

BUSINESS ASTROLOGY .discretion 
assured .Range of eervieae + expd in 
E astfFre East Tel (UK) 0171 286 8513 Fax 
0171 2863218 


BUSINESS OPPORTUNITIES 


GLOBAL INTERNET 
DIRECTORY/SEARCH 
ENGINE FOR SALE 

Bare opportunity to buy 
a major website. 

Enquiries 

01296339988 


PROPERTY DEALER, LONDON 
based, requires financial partner kr 
market creAOiy. NO HONEY 
REQUIRED. Joint company or 
references Bought to show lunds 
avaSatfe mrkrtum ElOm [aft nfivitai 
or private bank, etc.}. REPEAT, NO 
MONEY REOUtREO. Principals only 
please write box B5012. Financial 
Times. One Southwark Bridge, London, 


MERGERS A ACOUemONS- Corporate 
Finance the 01242 237661, Far 01242 
584263 hapaftfMMiwriswoatomJr 


READERS ARE RECOMMENDED TO 
SEEK APPROPRIATE ADVICE BEFORE 
ENTERING INTO COMMITMENTS 


LEGAL 

NOTICES 


THE BAKING 
SECURITIES EMERGING 
MARKET INDEX 
TRACKER FUND LIMITED 
(INVOLUNTARY 
LIQUIDATION) 

Tbe Companies Law (Revised) 
(Cap. 22) 

TAKE NOTICE THAT dw Mkwtal ■ e 
Special Rnoheimi which tat paced by 
ihe BBBbea of die toore nanxd 
ax®p»*y ml aa EmonSsary Caaal 

M ar in s ol Ihe Monbcn held am tamary 

24. 1997. 

The Rao fmi ca md is foCoos: 
‘RESOLVED THAT Oninopbcr D. 
IdhaoQ and Abu J. Dvrica of P.0. 
Bra 219. fionerffcJd Horae. Gerace 
Town, (bud Cayman. British Wen 
Indka. he appomxd ioinr Uq n k lato n 
fir dr pwpraes of wind in ip dr 

Co«np*«rf nd ihn chher of them 
sbaD have the power raw atone io 
ihe wbdies up." 

NOTICE is hereby thru d* erefto» of 


00 or before February 21, 1997. to lead 
fill pwtknhn of ihdr debn or chow lo 
(be hiM Uquhtaen of dr add 
conpny. 

In fiefluh thereof ftey anil be ewhided 
fioa ihe bearfir of any dinribaiiM made 
before sch debo are approved. 

Dared ihb24d> day of taeoaiy. 1997. 

Alee J. Deris 
ftfatfUqeiteiw 

Tie addiraa of die U^rifetnn r 
P. a Bra 219 
GeoifeTmra 
Grtftd Caymu 
E»;{34S1W4590 


BUSINESS 

SERVICES 


■»«"» ■■ MMVxfc ar leadw 
#u®*rir. 1WIWM Jb nat 

T-Llia 0730017 hi 212 073 MJ7 


Business Wanted 

Simpler of eHher 
■InduB&ial Feoenera 
"Pressings "Springs 
*or Mhor Bra businesses 
Turnover range £200k-Eim 
Writs to: M P GraeiwladB Eoq 
Urtit 16, The Brunei Centre 
.Newton Hoad. 
Crawley. Sussex. RHIO ZTU. 


NDT INSPECTION 
TEST CALIBRATION 


Established Service Company 
seeks above to 

complement existing business. 
T/O up to Elm. 


Write sox B501C Financial Times 
One Sos:-.»vofL E London Sc*. 6H: 





seeks purchase of edablisfaed 
ppofhaWe product manufacturing 
business in Somb-Ean. Tunwva over 
£?m. Most be clean and have 
development oppo romiii c a. 
Write Box BS02I. Rnaocai Times. 
One Southwark Bridge, 
London SE1 9 HI. 


iu:if^ k i f»i 


SAVE ON 
INTERNATIONAL 
PHONE CALLS 


•DfaBMSlrftefiingff^wr 
Optic Unaa 

> ATAT and Other NHwnri ut 
• Um from Heme, Offleq, 
Homs, Cuff Phonn 
•24 Hour Customer Sarvlc* 
Cal now lor New Low Rates! 

Tel: 1.206.284.8600 

Fax: 1206^7a0009 

Lines op«n 24 hours! 
ne Original 

kail back 


rm IMixawwawwmiw nnwi 
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INTERNATIONAL PEOPLE 


Council duties 
unlawful 


Amer brings in 
new blood 


Cayman exchange 


EUROPEAN 

COURT 


T r lC ^ The European 
/|\ j] -jk Economic 
qjjpsJT Area lEEA) 
agreement 
was scrutin- 
ised by the 
rimnwuM Court of First 
instance in a 
recent judg- 
ment. in which it held that 
duties imposed by the Coun- 
cil of the European Union on 
imports of gearboxes pro- 
duced by General Motors 
Austria were unlawful. 

The duties were Imposed 
by way of a Council regula- 
tion which entered into force 
on the day of its publication 
in the Official Journal. 
Although dated December 31 
1993, the relevant journal 
was not published until Jan- 
uary 11 1994. 

Between those two dates, 
the EE A agreement, which 
applied to Austria, had come 
into effect. The regulation 
imposing the duties was 
adopted under the EC- 
Austria Free Trade Agree- 
ment which applied prior to 
the EEA agreement 
The reason given for with- 
drawing the concessions was 
that General Motors Austria 
had received unlawful state 
aid for the production of the 
gearboxes. The company 
brought an action against 
the Council, alleging that it 
had acted unlawfully in 
adopting the relevant regula- 
tion by breaching the provi- 
sions of the EEA agreement 
The first issue ex amin ed 
by the Court was whether 
the Council bad acted in bad 
faith by promulgating the 
regulation which, although 
not unlawful at the time of 
its adoption, would be 
shortly thereafter. 

The Court said that the 
principle of good faith was a 
rule of customary interna- 
tional law whose existence 
was recognised by the Inter- 
national Court of Justice and 
therefore was binding on the 
EU. The principle of good 
faith was the public interna- 
tional law corollary of the 
principle of the protection of 
legitimate expectations, 
which formed part of the EU 
legal order. 

In a situation in which the 
date of entry into force of an 
international agreement was 
known by the EU. the Court 


ruled that traders could rely 
on the principle of legitimate 
expectations in order to chal- 
lenge the adoption of an act 
which was contrary to the 
provisions of the interna- 
tional agreement, even 
though such provisions 
came into force after the act 
was actually adopted. 

The issue was whether the 
imposition of the duties was 
in breach of the provision. 
An issue arose as to whether 
the provision should be 
interpreted in the same way 
as the corresponding rules in 
the Treaty of Rome or 
whether it should be inter- 
preted differently. 

Although big differences 
existed between the treaty 
and EEA agreement, the 
Court found that the similar- 
ities were such that the pro- 
vision should be interpreted 
in conformity with the rele- 
vant jurisprudence relating 
to the treaty. That jurispru- 
dence made clear the prohi- 
bition on customs duties 
even when of a fiscal nature, 
as in this case. 

The Court rejected the 
Council's argument that the 
duties did not constitute a 
duty but rather a safeguard 
measure which did not fall 
within the EEA provision. 

It found that the measure 
constituted a pecuniary 
charge imposed unilaterally 
by the EU on the gearboxes 
by reason of the fact that 
they crossed a frontier. 

Consequently, it consti- 
tuted at the very least a 
measure of equivalent effect 
to a customs duty within the 
meaning of the EEA provi- 
sion and therefore, by adopt- 
ing the regulation in breach 
of such provisions, the Coun- 
cil had infringed the appli- 
cant's legitimate expecta- 
tions. 

The Court also found that 
by creating a situation in 
which two contradictory 
systems of law would exist 
the Council infringed the 
principle of legal certainty. 
The Court therefore 
annulled the regulation. 


Amer, the F innis h sporting goods 
group, has brought in two outsid- 
ers to senior executive positions as 
it works to recover from a period of 
losses and structural upheaval. 

Pekka Paalanne is moving from 
Kone, the big Finnish lift maker, 
where he is currently in charge of 
corporate control based in Brus- 
sels, to become chief financial offi- 
cer and second in rank to Roger 
Talermo, Amer's chief executive. 

Paalanne succeeds Karl Mietti- 
nen, who is leaving Amer after a 
controversial period during which 
he survived a public disagreement 
with Talermo's predecessor - who 
was subsequently fired by the 
board. At the same time. Uero 
Alperi is to leave Merita B ank , 
where he headed risk management 
and corporate finance, to head 
Amer's corporate planning and 
strategic supervision. 

The two newcomers join Amer. 
the world's second largest sporting 
goods supplier, os it aims to reach 
break-even this year after weak 
sales in its main product lines 
pushed the group into loss in 1996. 

Hugh Camegy . Stockholm 


The Cayman Islands government 
has appointed Anthony Travers, a 
senior partner with Maples & 
Calder, one of the Islands' largest 
law firms, to be chairman of the 
council of its new stock exchange. 

The exchange came into legal 
existence at the start of this year, 
and David Carrad, a US lawyer 
who Is acting chief executive, 
hopes its first listings will be in 
place by the end of March. 

The impetus for its creation 
came from the realisation that 
many offshore mutual hinds regis- 
tered in Cayman were being forced 
to look to Dublin for a formal stock 
exchange listing, which some 
investors, especially in Japan, 
require. 

Carrad. who is currently looking 
for applications from lawyers and 
banks to be recognised listing 
agents, believes the exchange will 
also be used for some Eurobond 
trading as well as for special pur- 
pose collateralised securities. A 
handful of local companies may 
also seek a listing. “Mutual funds 
are not the only thing we are going 
to do, but I think it is entirely fair 
to say that if there were no off- 
shore mutual funds on Cayman, 


the exchange would not have been 
set up," he says. 

George Graham, London 


Japanese first 

The appointment 
of Noriko Yoshi- 
mori (left), 61, as 
the first woman 
president of Mag- 
azine House, a 
■ medium-sized 
publishing com- 
pany, has raised 
eyebrows in the 
conservative, male-dominated 
world of Japanese publishing. 

Yoshimori began her career with 
the publishing house in 1959 on the 
editorial side of operations. She 
rose to executive management in 
1988 after being chief editor of two 
leading womens' magazines in the 
1960s. 

In Japan, gaining chief-editor sta- 
tus alone is regarded as an achieve- 
ment for a woman, as many promi- 
nent womens' magazines are edited 
by men. Yoshimori was credited 
with the success of the two maga- 
zines, and gained a reputation for 
strong management skills and 
what her close associates describe 
as a “workaholic nature". 


In 1995 , she was appointed senior 
mmwEfog director of the company 
and now rises to president She is 
now overseeing the creation of a 
new magazine for professional Jap- 
anese women, due to launch in 
March. 

Gwen Robinson, Tokyo 


companies, and for the last five 
years has headed the US joint ven- 
ture between Mock and Astra, a 
Swedish pharmaceuticals com- 
pany. 

- . William Hall, Zurich 
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TelefiSmba fresh face 


Novartis US chief 

Wayne Yetter, 51. chief, executive 
of Astra Merck, has been appointed 
chief executive of Novartis Phar- 
maceuticals Corporation, the US 
arm of the world's second biggest 
pharmaceuticals company. Mat- 
thew Bmmms succeeds him as act- 
ing chief executive at Astra Merck. 

Novartis, which was formed at 
the end of last year by the merger 
of Ciba and Sandoz, has had some 
difficulty filling the US top slot, 
which accounts for close to a third 
of the group's $l3bn worldwide 
turnover. Mark Pulido, head of 
Sandoz’s US pharmaceutical busi- 
ness, left to become chief operating 
officer of McKesson Corporation, 
and James Callahan, his opposite 
number at Ciba, opted for early 
retirement. 

Yetter has' worked on the sales 
and marketing sides of Pfizer and 
Merck, two of the biggest US drugs 


The newest of the new faces in the 
revamped 1 management board of 
Telefbnica, .the Spanish telecoms 
group, is 34-year-old Fernando 
Abril Hernandez, moving from JP 
Morgan's Spanish office as director 
of corporate finance. He takes up 
the poet just before the company’s 
final privatisation issue, with the 
state set to sell its remaining ZL per 
cent stake in a $4.4bn global offer- 
ing next month. 

Abril, whose father was a cen- 
trist economy minister and deputy 
prime minister in the early post- 
Franco years, is the third top exec- 
utive to have been hired from a US 
hank by Juan Villalonga, the Tele- 
fonica chairman appointed by the 
government last year. The finance 
post has been vacant since Novem- 
ber. when Francisco Mochtin 
moved to the group's international 
side with particular responsibility 
for new business in Asia. 

David White, Madrid 
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ON THE MOVE 


T-1JSJ94 Opel Austria GmbH 
v Council. CFI 4CH, January 
22 1997. 


BRICK COURT CHAMBERS, 
BRUSSELS I 


■ Mieko Nishimlzu, 46, will 
become the WORLD BANK'S 
highest-ranking Japanese 
career staff member on 
February l. when she 
succeeds Joseph Wood as 
regional vice-president for 
South Asia. Wood joins the 
president’s office as senior 
adviser, while Jean -Michel 
Severino becomes regional 
vice-president for East Asia 
and the Pacific, succeeding 
Russ Cheethan. who is 
retiring. 

■ Antonio Urdinola. head of 
the Colombian privatisation 
board Fogafin. becomes 
president of Ecopetrol, the 
state-run oil company and 
top national foreign 
exchange earner. He 
succeeds Luis Bernardo 
Florez, who joins the board 
of Colombia's central b ank. 

■ Charles de Queljoe has 
resigned as president of 
LJPPO Pacific Finances, part 
of the Indonesian 
conglomerate, but rem ains 
president of Lippo 
Securities. 

■ Jean -Francois Lepetrt, 
former deputy chairman of 
Banque Indosuez, has been 
appointed adviser to the 
chairman of BANQUE 
NATIONALE DE PARIS and 
takes a place on the general 


management committee. 

■ Helen Isaacson joins 
MARVEL COMICS GROUP 
from Turner Home 
Entertainment, as executive 
vice-president, worldwide 
licensing. 

■ Geert van Maanen, 
director general for the 
budget at the Dutch finance 
ministry, joins the 
supervisory board of BANK 
NEDERLANDSE 
GEMEENTEN. the 
municipal finan ce body. He 
succeeds Pieter Stek who 
recently joined the World 
Bank. Louise Engering also 
joins the supervisory board, 
succeeding Frank de Grave, 
now state secretary for 
social services and 
employment. 

■ Scott Greer has resigned 
as president and chief 
operating officer of ECHLIN. 
the US vehicle parts maker. 
Frederick Manchesia, 
chairman and chief 
executive, takes operating 
responsibilities for the time 
being. 

■ Kyungsup Song joins 
HSBC INVESTMENT 

- BANKING from Daewoo 
Securities as director of 
corporate finance and equity 
capital markets for HSBC's 
Seoul branch. 

■ Goh Chee Wee, a former 
government minister, 
becomes managing director 


of COMFORT GROUP. 
Singapore’s largest taxi 
operator. He replaces Sam 
Chong Keen who joins 
Malaysia’s Lion Group. 

■ Cedric Prouve succeeds 
Patrick Bousquet-Chavanne 

as vice-president/general 

manage r - travel retailing at 
ESTEE LAUDER 
INTERNATIONAL. 
Bousquet-Chavanne returns 
to France as director general 
- international operations at 
CHRISTIANDIOR. 

■ Petr Budinsky, 
vice-general director of 
Komercni Banka, succeeds 
Richard Salzman, the bank's 
general director, on the 
board of the PRAGUE 
STOCK EXCHANGE. 
Budinsky also succeeds 
Vladislav Pavlat. who has 
resigned for health reasons, 
as c hairman of the 
exchange's trading 
committee. 

■ Laura Kendall has been 
appointed chief finan cial 
officer of FOOD LION, the 
US supermarket chain. 

■ Ekkamol Khiriwat, former 
deputy governor of the 
BANK OF THAILAND, has 
been appointed to tbe 
central bank board, 
replacing Sumet Tantivejkul 

■ Victoria Cotten. 42, takes 
the new position of senior 
vice-president, purchasing, 
at INGRAM MICRO, the US 


computer and distribution 
company. 

■ Lawrence Ang joins 
DEUTSCH MORGAN 
GRENFELL from BZW, as 
Hong Kong-based head of 
China research. Victor Kwok 
joined the company as head ■ 
of Hong Kong research cm 
January 1 from SBC 
Warburg. 

■ Dominique Gardy, 45, 
manag in g director oil at 
SHELL France, becomes 
vice-president of Shell in tbe 
US and is succeeded in 
France by Iain Everingham. 

■ Andrew Patti, executive 
vice-president of 
AMERTTECH, the US 
telecoms group, has resigned 
for personal reasons and will 
be replaced by Barry Allen. 
Thomas Richards succeeds 
Allen as executive 
vice-president of 
communications 
information products, and is 
himse lf replaced by Wharton 
“Zie" Rivers Jr. 

■ Paul Liska. president and 

chief executive of Speciality , 
Foods Corporation, has been 
appointed executive 1 

vice-president and chief 
financial officer of the ST. 
PAUL COMPANIES, the US 
property-casualty insurer. 

■ Alfred Powis is appointed 
chairman of EDEN ROC 
MINERAL, Mario Caron as 
president and chief 


executive and Harry Quint 
as vice-chairman. Powis was 
chairman and chief 
executive of Canada's 
Noranda mining group until 
1996. Caron was previously 

chairman and chi ef 
executive of MSV Resources. 

■ Mic hael May, president of 
SITEL, the tele-marketing 
company, becomes group 
chief executive. He inherits 
the role from James Lynch, 
Sitel’s founder, who remains 
chairman. Phillip Clough, 
currently with investment 
hanidng firm Alex Brown & 
Sons, is the group's new 
president. 

■ Francis Tiong. chief 
executive of Rimbunan 
Hijau, a Malaysian logging 
company that buys 80 per 
cent of Papua New Guinea's 
log exports, has joined the 
board of PNG's National 
Forest Authority. 

■ Janet Clark has been 
appointed vice-president and 
chief financial officer of 
SANTA FE ENERGY 
RESOURCES, the US oil and 
gas company. She succeeds 
Graham Whaling, who has 
become chairman and chief 
executive of Monterey 
Resources, a Santa Fe 
subsidiary. 

■ Scott Cook, co-founder and 
chairman of Intuit Software, 
joins tbe board of 
AMAZON.COM, the 


internet-only bookstore 
headquartered in Seattle. 

■ Randy Zwira, 43. rises to 
president of WESTING-: 
HOUSE ELECTRIC’S power 
generation business unit, 
succeeding Frank Bakbs; 
who is retiring. 

■ Richard Drouin. a former 
chairman and chief 
executive of Hydro Quebec, 
bas been appointed 
vice-chairman of MORGAN 
STANLEY CANADA. 

■ Tom Minner rises to chief 
executive of GNB 
TECHNOLOGIES, the US 
subsidiary of Australia’s 
Pacific Dunlop. 

■ Thomas Lagow, 55, 
executive vice-president of 
marketing at USAIR, has 
resigned. He joined file _ . 
company in 1992 from United 
Airlines. 

■ Alois Sonnenmoser la 
promoted to succeed Edwin 
Somm as president and chief 
executive of ABB 
Switzerland from April L‘ . 
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than 
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William Packer reviews 
Belladonna’ at the ICA 
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B elladonna, liter- 
ally “Pair Lady", 
is another name 
tor the Deadly 
Nightshade, and 
carries with it all that 
plant’s ambiguity of pres- 
ence and meaning, at once 
seductive and deadly. For 
from it comes the drug atro- 
pine, that was long valued as 
a cosmetic, especially in 
Italy, in full knowledge of its 
poison. And as Lempriere 
tells us, “Atropua” is the 
eldest of the Fates, “inexora- 
ble and inflexible, (whose) 
duty among the three sisters 
is to cut the thread of life, 
without any regard to sex, 
age or quality." Even today, 
such are the Imperatives of 
Vanity, to risk Death for 
Beauty is not unknown. 

Belladonna, the exhibition 
now at the ICA, clearly 
aspires to live as danger- 
ously, though the preoccupa- 
tions of the selectors would 
appear to be less with exter- 
nal beauty than with other, 
more private side-effects - 
“difficulty in speaking, 
flushed skin, rapid heartbeat 
and dilated pupils, and neu- 
rological disturbances 
including excitement, giddi- 
ness, delirium and hallurfna - 
tions” runs the list at symp- 
toms. 

It is, we are told, an inter- 
national show “for the fin de 
siecle, excessive, decadent, 
irrational, intoxicating." 
Well, hope springs eternal 
but, with this farrago of 
work from some 29 artists, 
most of them young and 
modish, no luck this time. 
Though some of the work 
does go back to the 1960s, 
the rationale is evidently 
very’ much of the moment, 
the justification never set in 
formal terms but always in 
those of idea and effect How 


surprising it is. for example, 
to find Bridget Riley in thin 
company, and with the one 
truly beautiful canvas in the 
show, a simple lateral wave 
motif in red, white and 
green, dating from 1967. And 
yet how unsurprising, for 
were it not for the palpable 
optical effect for which her 
work has always been super- 
ficially notorious, with its 
sensation of actual dizzying 
movement it would hardly 
have been included. 

For the rest we have little 
more than an incoherent 
array of latterday reworking 
of old narrative, dadaist and 
surrealist ideas. Individual 
items are diverting enough, 
and even persuasive in 
themselves. Paul Thek's 
darkly sardonic objects from 
1966 - a set of pink false 
teeth with grey striped 
gums, and an horribly gimgy 
drink in a tall glass - more 
Punk than Pop, get us off to 
a goodlsh start And Kerry 
Stewart's free-standing grey 
cape (1996), In open homage 
to Magritte, does have an 
authentic sculptural pres- 
ence. 


mm 
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'Girl is Growing Up 1 by Paul de Reus. An amusing toy that sums up the show: diverting, crude and empty-headed 


B ut fn truth the 
tone of self-con- 
sciousness and 
pretension is set 
at the door. 
There, chained to the bar- 
rier. is Elizabeth Wright's 
racing bike (1996), larger 
than life. “Each nut, bolt, 
gear and sticker”, so we are 
told, breath bated, “has been 
obsessively replicated and 
enlarged by. exactly 135 per 
cent.** I don't know about 
obsession, but 1 do know 
what Gulley Jimson said of 
farting **. Annie Laurie” 
through the key-hole: “all 
very clever, but is it worth 
the trouble.” 


Liza May Post, a young 
Dutch artist, shows us a 
Short video of a tonsured girl 
sitting and wanning her 
long legs before a fire In the 
middle of tbe floor. She also 
shows two colour photo- 
graphs, rendered important 
only by their size, of a man 
lifting up a woman, a com- 
monplace of academic narra- 
tive, and another of a pale 
girl palely staring out of 
a pale window (all 1994). 
Round the comer Andreas 
Kursky shows another large 
photo of an expanse of grey 
carpet (1993), and Annika 
von- Hausswolf one of an 
Alsatian on a misty beach, 
sitting guard over a 
blanket-shrouded body 


(1995). So much for the 
disturbing, dangerous effects 
of Belladonna. More like 
Mogadon. 

It is the posturing self-im- 
portance of such things that 
is disturbing. Here is Karen 
Kilim nik. with a group of 
small canvases of eye-numb- 
ing banality and ineptitude, 
perfunctorily-restating 
images from magazines and 
older art that was infinitely 
better done (1995). The prop- 
osition yet again is taken for 
the resolution, and what tbe 
artist now could never do is 
mocked, and that mockery 
glibly excused as irony and 
aesthetic subversion. 

Next we have Dick Bengts- 
son, who died in 1989. A 


self-taught artist, he lived 
deep in the Swedish country- 
side, but hated landscape so 
much that he painted it from 
photographs in magazines 
(1970s). It shows. He also 
hated “the bourgeois art 
market . . . and ironically 
used a faker's patina to 
falsely age (sic) his work." 
Well, well. He reminds us 
that “nature is never inno- 
cent: that the solid security 
of a Swedish church ... is an 
image which masks less pal- 
atable historical truths, par- 
ticularly his country's com- 
plicity during World War 
Two.” I like the “particu- 
larly". Here obviously was a 
most profound, issue-ad- 
dressing, thought-provoking, 


T he title of Sofia 
Gubaidulina’s new 
Impromptu, which 
the Deutsche Kam- 
merphilharmonie Bremen 
played at the Barbican last 
week, proved to signify not a 
light, occasional piece, but 
an organised fantasy that 
starts from Schubert’s much- 
loved Impromptu in A-flaL 
For the Schubert bicente- 
nary, the Kammerphilhar- 
monie's director Gidon Kre- 
mer (he also plays violin) 
has commissioned several 
Schubert-based pieces like 
this one - not that anybody 
is likely to compose any- 
thing “like" Gubaidulina. 

Actually her Impromptu is 
a mini-concerto (17 minutes) 
for Kremer's violin and Irena 
Grafenauer’s flute. At regu- 
lar intervals the flute pro- 
nounces Schubert's familiar 
downward-fluttering arpeg- 




Concerts in Loudon/David Murray 

New music, old favourites 


gio, the motto of his piano- 
piece - in several variants, 
but never with its continua- 
tion: it remains a frozen, iso- 
lated object Around and 
from it the violin pursues 
curious chromatic thoughts, 
while the string orchestra 
seethes gently between tonal 
harmonies and unmoored 
ones. All this is delicately 
measured and punctuated, 
quite formal but strangely 
suggestive; I want to hear it 
again. 

The Emperor String Quar- 
tet - dicey label, but it did 
win the important Evian 
Competition in 1995 - com- 
missioned John Woolrich’s 


concise new quartet, and 
played it In the Wigmore 
Hall last week. It alternates 
two quirky “machine" move- 
ments with two elegiac ones, 
concluding with a brief, 
choked fifth. Quintessential 
Woolrlcb. if on a slighter 
scale than his imposing 
Oboe Concerto at last year’s 
Proms: transparent, wryly 
sweet, with decorous airs, 
playing demurely between 
tonality and innocent, 
uncomplicated serialism. It 
is a gift to quartet-pro- 
grammes, fir too often hob- 
bled to the meat- and -pota- 
toes, three-solid-quartets 
formula. 


The Emperor players were 
at their best in Mozart's 
immortal clarinet quintet, 
answering to Andrew Web- 
ster's notably beautiful, judi- 
cious playing in the solo 
role. 

I n Beethoven’s F minor 
quartet they were force- 
ful and ingenious, but 
they swallowed too 
many syllables in dotted- 
note passages, and left some 
important harmonic junc- 
tures under -emphasised. The 
tunes in Wolfs Italian Sere- 
nods were charmingly skit- 
tish, but they needed a 
robust, snappy rhythmic 


background; the Emperor 
rhythms were - well, 
English, too wan and inver- 
tebrate to do justice to 
Wolf's rollicking Mediterra- 
nean homage. 

A year ago, I wrote 
warmly here about Wolfgang 
Holzroair's Schubert at the 
Wigmore: no side, much 
musicianship, a natural, dis- 
arming baritone full of 
AffekL On Tuesday he sang 
26 of Wolfs Goethe settings, 
assiduously illustrated by 
extravagant hand-gestures 
and soulful facial expres- 
sions, often held all the way 
through Graham Johnson's 
indulgently protracted pia- 


no-postludes; not a good 
idea. 

A singer can impersonate 
the young miller-lad of 
Schubert's Sch&rte MUllerin 
throughout the cycle, but 
Wolfs Goethe settings are 
too ripely sophisticated and 
ironical to be represented in 
one visible persona. It's the 
words that matter, because 
Wolf knew how to set them 
off with such deep musical 
cunning. 

They were diminished 
here by Holzmair’s “expres- 
sive" antics, which looked 
like the frantic efforts of a 
si gner-for-th e-deaf. Probably 
his recent acclaim in Amer- 
ica. facing audiences who 
mostly know nothing of Ger- 
man Lieder , has driven hi™ 
to tbose excesses: but he 
should stop it at once. 

David Murray 


P resumably if Frantic 
Assembly ever 
stages a quiet, medi- 
tative show, tbe 
company will have to change 
its name to Thoughtful 
Gathering, or some such. 
But, as ft is, the name suits 
admirably. 

This is a company for 
whom the term “physical 
theatre” could have been 
invented; its members career 
about the stage, they hurl 
themselves against the 
walls, they dash themselves 
onto the ground in frenetic 
displays of high impact cho- 
reography. Little wonder 
that, at one point in its new 
show, one of the company 
divulges that the question 
most often asked of them in 
the bar after the show is “do 
you have bruises?" 

Along with other compa- 
nies, such as Volcano thea- 
tre company, the Swansea 
based Frantic Assembly use 
this energetic, almost reck- 
less style to express its view 
of a bruising world. It last 
visited BAC in November 
last year, with Ktub. a simi- 
larly frenetic piece, which 
examined the attraction of 
clubbing for young people 
and coupled a club atmo- 
sphere with monologues 
from the cast exploring the 
loneliness and alienation of 
a jobless generation. This 
time its show is called Flesh 
and, as you might expect, 
there Is plenty of the same 
on view, plus some handcuff- 
ing. gyrating and wildly sug- 
gestive choreography. 

But the company's themes 
are, again, loneliness and 
exploitation. Any tltillation 
is constantly undercut with 
reminders of the sordid 
nature of the numerous sex 
trades and teasing is kept 
modest by relatively chaste 
silk boxer shorts. The actors 


Theatre/Sarah Hemming 

Getting 

physical 


serious and thus significant 
artist of our times. 
Ham-fisted too? It doesn't 
matter. Attitude is every- 
thing. 

Upstairs is Paul de Reus's 
rather crudely modelled 
wooden figure of a little girl 
in a grey frock. She has no 
face, but we hardly notice as 
her head spins so fast and 
her long hair flies out It is 
an amusing toy that is yet 
the image of the whole show: 
diverting, crude, pseudo-pro- 
found, empty-headed, ulti- 
mately tedious. 

Belladonna: Institute of Con- 
temporary Arts, The Mall 
SWL until April 12: spon- 
sored by Toshiba. 


play wittily with the idea 
that the audience has 
bought them, and all they 
have to offer, for the even- 
ing, and they both exploit 
and expose the vanity and 
physicality of all perfor- 
mance. 

The show’s structure is 
similar to that of Ktub. Tbe 
fourstrong cast - two girls, 
two guys - bounce from one 
sequence to another; short 
dramatic dialogues segue 
into dance routines and 
monologues, generally feat- 
uring writer Spencer Hazel's 
self-conscious, but entertain- 
ing wordplay. Again, as in 
Ktub, there are microphones 
on either side of the stage, 
which one or other of the 
cast will seize from time to 
time to take control of the 
show, and, as in Ktub, the 
performers blur fact and fic- 
tion in confessions about 
their lives which may or not 
be true - a tactic often used 
to good effect by Nigel Char- 
nock, another physical per- 
former who pays little heed 
to his personal safety. 


D espite the subject 
matter, there is a 
charm and sincer- 
ity about the com- 
pany that is extremely hard 
to resist. All four performers 
- Korina Biggs, Cait Davis, 
Scott Graham and Steven 
Hoggart - are disciplined 
and appealing, and through- 
out, the show is witty, seduc- 
tive and attractively self- 
mocking. The company 
might be better devising an 
entirely different format for 
its next piece, but that aside, 
this is a young company 
with plenty to say and a 
refreshingly direct way of 
saying it 

At BAC, London SW11 to 
February 16 (0171 223 2223). 


Jazz/Garry Booth 

Rooted in 
the rhythm 


O ne of the surprise 
jazz hits of 1996 
was guitarist 
Ernie Ranglin's 
album Below The Bassline. 
Surprising not because wide 
acclaim is undeserved, but 
because 64-year-old Ranglin 
has waited so long for it 
Jamaica born and bred, 
Ranglin is a veteran of the 
Caribbean jazz and reggae 
scene. An arranger and ses- 
sion man with Studio One, 
the pioneering ska label, 
Ranglin was behind the first 
worldwide reggae hit, Mil- 
lie's “My Boy Lollipop". 
Later he worked with Bob 
Marley, and continued to 
run his own small straight- 
ahead jazz groups, in 
Jamaica and the US. 

Below The Bassline, which 
provided the set list for a 
brief residency at London's 
Jazz Caf§ last week, brings it 
all together. A mixture of 
bubbling reggae grooves and 
breezy jazz melodies. Ran- 
glin's sound Is irresistible. 
The material, covers of 
dread classics like Toots’ 
“54-46”. the Abyssinian's 







■ AMSTERDAM 

CONCERT 
ConcertgetxHiw Tel: 
31-20-6718345 

• Beaux Arts Trio: perform works 
by Mozart, Brahms and 
Beethoven; 8.15p m; Jan 29 

■ ATHENS 

CONCERT 

Athens Concert Hall Tel: 
30-1-7282333 . 

• Orchestra Revofotionnaire at 
Romantique: with conductor John 
Biot Gardiner and the Monteverdi 
Choir perform works by Schubert 
and Schumann. Part of the 
Schubert cycle; 8.30pm; Jan 3a, 

31 ' 

■ BALTIMORE 

EXHIBITION 

Baltimore Museum of Art Tei. 
1-410-336-6300 

• Art of the Baga: A Drama or 
Cultural Reirwenttoa- exhibition 
examining the artistic legacy of 
the peoples known as Baga, 


occupying a narrow stretch of 
lowland along the Allantic coast 
of the Republic of Guinea, West 
Africa. On display are over 100 
objects including masks, 
ceremonial sculpture and 
everyday household items; from 
Jan 29 to Apr 13 

■ BERLIN 

DANCE 

Staatsoper Unter den Linden 
Tel: 49-30-20354438 

• Le Concours; a choreography 
by Maurice Bdjart to music by Le 
Bars performed by the 
Staatsopemballett; 7.30pm; Jan 
30; Feb 1 (7pm) 

exhibition 

Das Bauhaus-Arcbfv, Museum 
fQr Gestatomg Tel: 
49-30-25400278 

• Otto Bartning und die 
Bauhochschule Weimar 1926 - 
1930: exhibition devoted to the 
Bauhochschule Weimar, the 
Weimar successor of the Bauhaus 
when this teaching Institution for 
the arts moved to Dessau. The 
Bauhochschule was led by 
architect Otto Banning. Other 
teachers included Ernst Neufert, 
Erich Dieckmann. Otto Undig. 
Wilhelm WagenfeW. Ewald 
DQfberg, Hedwig Heekemann and 
Cornelius van Eesteren; to Feb 23 

OPERA 

Staatsoper Unter den Linder 
Tefc 49-30-20354438 

• Zar und Zimmerman n: by 
Lortzing. Conducted by Asher 
Rsch, performed by the 
Staatsoper Unter den Linden. 
Soloists include Jake Gardner and 


PSr Lindskog; 7pm; Jan 29 

■ DUBLIN 

CONCERT 

National Concert Hall Tei: 
353-1-8711888 

• Michael CoHirts and Friends: 
perform works by Rossini and 
Mozart Part of the bicentenary of 
the birth of Schubert celebration; 
8pm; Feb 1 

■ HAMBURG 

EXHIBITION 
Museum fur Kunst und 
Gewerbe Tel: 49-40-24862732 

• Ussabon - Hamburg. 
Fayenceimport fur den Norden: 
exhibition featuring utensils 
produced in Lisbon workshops in 
the period 1620-1680 and 
exported to Hamburg; to Feb 7 

OPERA 

Hamburg ische Staatsoper Tei: 
49-40-351721 

• Das Mddchen mtt den 
SchwefelhOkem: by Lachenmann. 
Conducted by Lothar Zagrosek, 
performed by the Hamburg Oper. 
Soloists include Sarah Leonard, 
Melanie WaJz and Anna Karger; 
7.30pm; Jan 29, 30, 31; Feb 1, 2 

■ LONDON 

CONCERT 

St Martin-in-the- Fields Church 
Tel: 44-171-9300089 

• Natasa Liposevek and Nora 
Farkas: the pianist and the 
violinist perform works by Mozart 
and Beethoven; 1.05pm; Jan 31 

THEATRE 


Barbican Theatre Tel: 
44-171-6384141 

• Troflus and Cressida: by 
Shakespeare. Directed by Ian 
Judge, performed by the Royal 
Shakespeare Company. The cast 
includes Joseph Rennes, Victoria 
Hamilton and Katia Caballero; 
7pm; Jan 31 

Lyttelton Theatre Tel: 
44-171-9210631 

• The Homecoming: by Pinter. 
Directed by Roger Mfchelf. The 
cast includes David Bradley, Sam 
Kelly and Michael Sheen; 7.30pm; 
Jan 30. 31; Feb 1 (also 2,15pm) 

■ LOS ANGELES 

EXHIBITION 

Los Angeles County Museum of 
Art Tel: 1-213-857-6000 

• Ancient Art from the Shumei 
Family Collection: this exhibition 
features over 290 works of art 
from a broad geographical area. 
Including China, Afghanistan, Iran, 
Egypt and Greece. Highlights 
from the collection include an 
inlaid silver image of the Egyptian 
god Horus, a gold vessel adorned 
with heads of bulls from the 
Mariik region of Iran, a gilt-bronze 
and jade Chinese pendant from 
the 3rd-2nd century BC, a 
selection of.12th-13th century 
Persian ceramics and a rare late 
16th century Islamic carpet; to 
Feb 9 

■ NEW YORK 

CONCERT 
Carnegie Hall Tel: 
1-212-247-7800 

• The Cleveland Orchestra: with 
conductor Christoph von 


DohnAnyi and baritone Olaf Bar 
perform works by Schubert and 
Mahler 8pm; Jan 30 

EXHIBITION 
International Center of 
Photography Tel: 

1-212-860-1777 

• Roadworks: Photographs by 
Linda McCartney: fleeting 
landscapes, anonymous 
pedestrians, garish billboards and 
backstage tedium are among the 
views from Linda McCartney's 
road trips between the late 1960s 
into toe 1990s; to Feb 9 

JAZZ & BLUES 

Blue Note Tel: 1-212-475-8592 

• Milt Jackson Quartet & James 
Moody Quartet performance by 
the vibraphonist who's worked 
with Dizzy Gillespie, Charlie 
Parker, Thelonius Monk and the 
Modem Jazz Quartet 9pm & 
11.30pm; Jan 29, 30, 31; Feb 
1,2 

OPERA 

Metropolitan Opera House Tel: 
1-212-362-6000 

• Metropolitan Opera: by 
Mascagni/Leoncavallo. Conducted 
by Simone Young, performed by 
the Metropolitan Opera. Soloists 
include Barbara Dever, Kristen 
Johannsson and Elizabeth 
Hofloque; 8pm; Jan 29; Feb 1 

■ PARIS 

CONCERT 

SaHe Gaveau Tel: 33-1 49 53 05 
07 

• Rosamonds Quartet perform 
works by Beethoven. Barfok and 
Debussy; 8.30pm; Jan 29 


DANCE 

L'Op£ra de Paris Bastille Tel: 
33-1 44 73 13 99 

• The Sleeping Beauty: 
conducted by Simone Young, 
perform Cavalleria Rusticana by 
Mascagni and Pagiiacci by 
Leoncavallo. Soloists include 
Barbara Dever, Kristjfin 
J6hannsson and Elizabeth 
Holloque; 2.30pm & 8pm; Feb 1 

■ SAN 
FRANCISCO 

CONCERT 

Louise M. Davies Symphony 
Hall Tel: 1-415-864-6000 

• San Francisco Symphony: with 
conductor Hugh Wolff and 
violinist Boris Belkin perform 
works by Debussy/Kemls, 
Schubert and R. Strauss; 8pm; 
Jan 29, 30, 31 

■ THESSALONIKI 

EXHIBITION 

Thessalonad Cultural Coital '97 
Td: 30-31-867860-6 

• Exhibition of the Vefimazi 
Collection: exhibition of Byzantine 
icons from the 15th, 16th, 17th 
and 18th centuries, on display for 
the first time after restoration in 
the workshops of the Benafti 
Museum. The exhibition is at the 
Museum of Byzantine Culture; 
from Jan 29 to Apr 15 

Listing compiled and supplied 
by ArtBase The International 
Arts Database, Amsterdam, The 
Netherlands. Copyright 1997. All 
rights reserved. Tefc 31 20 664 
6441. E-mail: artbase&pLnet 


“Satta Mas sagan a” and 
Augustus Pablo’s “King 
Tubby Meets ..." is distilled 
down to its essence. Rock- 
steady drum and booming 
(acoustic) bass provide gen- 
tle low frequency momen- 
tum while guitar and piano 
trill a top line. 

Ranglin. who plays fast 
with a stiff pick or thumb, 
'chips off his notes bright 
and pristine, and flares 
chords with a flourish. If the 
same phrases are sometimes 
repeated and his clucking 
harmonics on the neck is a 
much-used device, it is 
because this is jazz-reggae 
a nd aimed as much at the 
feet as the head. Bass player 
Ira Coleman, too. strikes the 
right balance between hyp- 
notic timekeeping and solo 
interludes which unravel tbe 
rhythm with witty quotes 
from “Eleanor Rigby", for 
example. 

Island Jamaica Jazz has 
promised to put Ranglin and 
Coleman back together in 
tbe studio, possibly with 
Jamaican pianist Monty 
Alexander. I can't wait 


WORLD SERVICE 

BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Financial Times Business 
Tonight 

CNBC: 

08.30 

Squawk Sox 
10.00 

European Money Wheel 
18.00 

Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 



Martin Wolf 


Mind the pensions gap 


Pyramid power 


Contribution rates must be raised soon if the pay-as-you-go schemes of 
most leading industrialised countries are to be put on a sustainable footing 


John Plender on the attraction of fraudulent 
investment schemes in eastern Europe 


Residents of high-income 
countries can watch events 
in Albania with detachment. 
In their countries, pyramid 
finance is illegal But their 
politicians are able to oper- 
ate sucb pyramids. They 
call them pay-as-yon-go 
pensions schemes. Pyramid 
pensions can work, partly 
because everybody can be 
forced to join. Bat their 
designers have occasionally 
been neither far-sighted nor 
scrupulous. 

Just how is revealed in a 
paper published at the end 
of last year by the Interna- 
tional Monetary Fund*. Six 
conclusions emerge. 

• The generosity of public 
pensions varies hugely. 

• The cost of public pen- 
sions is not a function of 
demography but of their 
generosity. 

• The pension systems of 
the US. Japan, the UK and 
Canada are sustainable with 
modest fiscal effort. 

• The systems of France, 
Italy and Germany are 
shakier because their high 
contributions have adverse 
effects on employment 

• The ratio of dependants 
to workers is not explained 
by demography alone but 
also by people's behaviour. 

• The costs of public pen- 
sions cannot be assessed 
independently of those of 
the social security system. 

Start with the ratio of net 
pension liabilities - the net 
present value of the differ- 
ence between the projected 
pension spending and reve- 
nues between 1995 and 2050 
- to gross domestic product. 
In 1995. according to the 
IMF. this was 5 per cent for 
the UK. 26 per cent for the 
US, 68 per cent for Canada, 
76 per cent for Italy, 107 per 
cent for Japan. Ill per cent 
for Germany and 114 per 
cent for France. 

Suppose governments had 
aimed at stabilising the 1995 
public debt ratio and pre- 
vented a build-up of pension 
debt They would have had 
to tighten fiscal policy by 
0.4 per cent of GDP in the 
UK, 1.3 per cent in Italy. 15 


per cent in the US, 2.1 per 
cent in Germany. 3.8 per 
cent in Japan, 4-3 per cent 
in France and 45 per cent in 
Canada. 

Of the Group of Seven 
lpading industrial countries, 
continental Europe, Japan 
and Canada seem to be in 
greatest difficulty. Bat this 
conclusion is misleading. It 
is not just a question of the 
change in the contribution 
rate that needs to be made, 
but of where that leaves the 
level of contributions. 

Because of differences in 
generosity, the sustainable 
contribution rate - the rate 
that would leave the net 
asset position of the public 
pension system unchanged 
between 1995 and 2050 - 
would be 18.5 per cent of 
1995 GDP in Italy. 15.4 per 
cent in France and 13.7 per 
cent in Germany. Else- 
where. it would be much 
lower. There is no evident 
reason why the UK. the US. 
Canada and even Japan 
should be unable to sustain 
needed contribution rates. 

Continental European 
countries are in a different 
position because of the 
impact of high contribution 
rates on the cost of labour 
and returns to work. In the 
case of Italy, for example, 
contributions were 43 per 


cent of the wage bill in 1995. 
against a mere 6J2 per cent 
In the UK. partly because 
there were proportionately 
far fewer contributors in 
Italy and partly because its 
system was more generous. 
By 2050. argues the IMF, the 
contributions required to 
maintain the financial bal- 
ance of the Italian system 
will be 68 per cent of the 
wage bOL 

Continental labour mar- 
kets are caught in a vicious 
circle. When taxes on 
employment are high and 
social security benefits and 
provision for early retire- 
ment generous, only produc- 
tive prime-age workers 
work. The young and the 
old choose state-cushioned 
idleness fwatAad. 

FOr this reason, demogra- 
phy gives a misleading pic- 
ture of the ratio of depen- 
dents to potential workers. 
In Italy, for example, the 
proportion of people 
between 55 and 64 not at 
work in 1995 was 73 per cent 
while it was 74 per cent of 
those aged between 15 and 
24. Partly as a result, the 
ratio of Italian contributors 
to beneficiaries in the public 
pension scheme was L3 in 
1996, against 2.7 in the UK 
and 42 in the US. 

In the UK. by contrast. 
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the proportion out of work 
was 52 per cent for those 
over 55, and 46 per cent for 
those aged under 25. In the 
US, it was 45 per cent for 
the older group and 42 per 
cent for the younger one. 

A distinction can be 
drawn, therefore, between 
relatively cheap public pen- 
sion systems, with low con- 
tribution and high employ- 
ment rates, and relatively 
generous ones, with high 
contributions and low rates 
of employment. But the con- 
trast can be overdrawn. If 
public pensions are very low 
in relation to average 
incomes, other social secu- 
rity benefits rise to fill the 
gap for those who have 
failed to make adequate pro- 
vision privately. 

Thus, the IMF's forecast 
decline in the UK’s ratio of 
the average state pension to 
gross wages - the replace- 
ment ratio - from an 
already low 18 per cent in 
1995 to 11 per cent by 2050 
does not mean the govern- 
ment will be able to wash 
its hands of the elderly poor. 
Where public pensions are 
generous, however, topping 
up will not be needed. 

In Japan, the replacement 
ratio is expected to remain 
around 20 per cent, in the 
US between 35 and 40 per 
cent in Germany around 50 
per cent in Italy above 50 
per cent, and in France 60 
per cent Many continentals 
are better off in retirement 
than at work. 

What should be done? 

First current contribution 
rates are below the sustain, 
able level in every G7 coun- 
try except the UK. It is 
important to close this gap 
if countries are to avoid 
explosive long-term 
increases in ratios of public 
debt to GDP. 

Second, if the result is a 
short-term build-up of assets 
in social security funds, 
these must be separated 
from the rest of the budget 
The aim of raising contribu- 
tion rates to sustainable lev- 
els is to avoid high public 
debt ratios in future. The 
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exercise would be fruitless if 
social security surpluses 
encouraged governments to 
expand deficits on other 
activities. 

Third, shifting to an 
economy-wide defined con- 
tribution system - one in 
which benefits depend on 
retaras to individual 
savings - is problematic. 
One difficulty is uncertainty 
about the resulting pen- 
sions. Another is that either 
the transition generation is 
asked to pay twice - both 
for its own pensions and for 
those of its parents - or the 
government ends up with a 
s un larger public debt. 

Finally, the most attrac- 
tive option is adjustment cf 
the public pension system 
itself. Links between pen- 
sions and increases in 
wages can be changed; high 
benefits can be lowered; and 
retirement ages can be 
raised, provided the incen- 
tives for early retirement 
are also reduced. 

In continental Europe, 
benefits are so generous 
that such adjustments must 
be more sensible than 
imposing higher taxes on 
jobs. In other countries, 
higher contribution rates 
could well be enough. 

in sum, high-income coun- 
tries confront no general 
pension crisis. But continen- 
tal Europe does face a seri- 
ous challenge. Its best 
course would be to reduce 
the excessive generosity of 
existing systems rather than 
scrap them or raise contri- 
bution rates. The danger is 
that, as prospective benefits 
decline, the pension bargain 
will look decreasingiy 
attractive to younger work- 
ers. These countries do not 
need an intergeneratiooal 
fiscal war. Given present 
tax and benefit levels, it 
may be impossible to avoid. 


* Sheetal K. Chand and 
Albert Jaeger, Ageing Popu- 
lations and Public Pension 
Schemes. Occasional Paper 
147 (Washington D.C.: Inter- 
national Monetary Fund, 
December 1936). 


Since the fall of the Berlin 
Wall, the peoples of eastern 
Europe and the former 
Soviet Union have suffered a 
virulent plague of pyramid 
financing - if the violent dem- 
onstrations in Albania, scene 
of the latest outbreak, are 
exceptional, it is chiefly 
because of the relative scale 
of the losses and the poten- 
tial political fall-out. 

Estimates of the sums 
attracted to the Albanian 
pyramid funds are as high as 
$lbn, equivalent to 30 per 
cent of Albania’s dismally 
small gross domestic prod- 
uct. Could the administra- 
tion of President Sail 
pAi-isha be the first modem 
government to be toppled by 
a popular outcry against pyr- 
amid financing? 

Fraudulent pyramid funds 
differ . from conventional 
banks in that they offer a 
promise of excessive returns 
on depositors’ money that 
can only be fulfilled as Long 
as more money is coming in. 
The schemes usually col- 
lapse when the inflow dries 
up, in which case payments 
are suspended, or when 
depositors scent trouble and 
a run develops. 

Like stockmarfcet bubbles, 
fraudulent pyramid schemes 
are most common in devel- 
oping economies. They are. 
as much as an y t hing , a 
symptom of an underdevel- 
oped retail banking system. 
The question is why coun- 
tries of the former Soviet 
bloc should be so much mare 
prone to the problem than 
others - especially when the 
funds in question have 
looked so obviously phoney. 

MMM, the failed Russian 
fund run by Mr Sergei Mav- 
rodi, did not pretend to have 
any underlying business. 
The price of the so-called 
shares was arbitrarily set by 
Mr Mavrodi, who claimed to 
have more than iftm “share- 
holders" before nemesis . 
overtook him in 1994. 

As for Caritas, the col- 
lapsed Transylvanian fund 
that attracted about $lbn 
from 4m Romanians, its 
promise of a sevenfold 
increase in the value of the 
savers' deposits within 100 
days looked, at least by 
western European stan- 


dards, manifestly absurd. 

The vulnerability of many 
of the transition economies 
of the farmer Soviet bloc is 
due to a potent combination 
of High inflation, declining 
real incomes and ignorance. 

When the Caritas fund 
stopped paying out in the 
autu mn of 1993, for example, 
real Incomes had falle n by a 
third aver the previous three 
years, annual inflation 
was close to 300 per cent. 

The difficulty of finding a 
stable outlet for savings pro- 
vides another spur to impru- 
dent behaviour. ■ 

Tn Russia, many pension- 
ers who were unlucky 
enough to have left their life- 
time nest-egg in the hands of 
state savings institutions 
have seen them wiped out 
Few trust the banks and 
there is a widespread fear 
that a bank account will 
attract the attention of the 

fay man nr thp ipafia. So und 

foreign- banks are excluded 
in Russia and elsewhere by 
protectionist legislation. 

Before the collapse of 
MMM. Mr Mavrodi offered a 
seemingly attractive alterna- 
tive to keeping dollar bills 
under the bed. Such are the 
attractions of the dollar, rel- 
ative to any rouble-based 
obligation, that the dollars 
in circulation in Russia are 
reckoned by some to match 
the coun tr y's rouble money 
supply. The amounts under 
the mattress are now esti- 
mated at about $20bn. 

But why, it might be 
asked, do the politicians 
allow these fraudulent funds 


Few trust the 
banks and there 
is widespread fear 
that a hank 
account will 
attract the 
attention of the 
tax man or the 
mafia 




to burgeon? Partly because 
they themselves benefit in 
the early stages. The mayor 
of Cluj,' home of Caritas, 
publicly supported the fond, 
and its founder Mr Ton Sto- 
ica for understandable,- if 
short-termist^ reasons: the 
cash ihflow turned Cluj into 
a boom town. 

Partly it is a case of not 
being prepared Before its 
collapse, MMM was by far 
the biggest advertiser on 
Russian television. But until 
a share-pusher collapses 'in a 
post-communist society, reg- 
ulation against aggressive 
share-pushing is unlikely. , to 
be in place. 

In Russia, there' was a 
reluctance to engage- in 
heavy-handed regulation 
when the pressing, need 
appeared to be to encourage 
entrepreneurial activity. 
There was also an enforce-; 
ment problem. MMM bad 
broken the law, but was not 
brought to book until, the 
trouble began. 

Not all of those who risked 
their savings were doing so 
on the basis of ignorance. 
Some recognised that' befog 
in and out early was a- for- 
mula for high returns. That 
said people like Mr Mavrodi 
clearly cast a spelL When he 
was jailed on charges of tax 
evasion, some- of his' share- 
holders were prepared to go 
on hunger strike far faun. ’ . .. 

A spell was . also cast when i. 
he discovered he could win 
immunity from jail if he 
became an election candi- 
date. By promising to spend 
$10m on Ms constituency, he 
won a seat in Russia's dufoa . 
(lower house) without' ever 
putting in an appearance 
there or setting out a pohti- - 
cal programme. • r ' i. . 

His story speaks volmnes 
about the easy-money atmo- 
sphere and heightened 
expectations in modem Rus^ 
sia, where the greenback has 
replaced the party card : as 
the passport to-power-and 
influence. 

The tragic consequence: : af 
pyramid fraud is that mD- 
lions have been deprived of 
their savings. And file conse- 
quent distrust of financial 
instruments and institutions 
is an immense obstacle' to. 
continuing economic reform. 
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Korea realistic in changing labour laws 


From Professor Jeffrey 
D. Sachs. 

Sir. Contrary to your 
leader "Korea on trial" (Jan- 
uary 22) criticising South 
Korea's new labour laws, I 
would suggest that there is 
something unseemly in the 
OECD apparently trying to 
dictate the specifics of 
labour legislation to South 
Korea. To be sure, the Kor- 
ean government has botched 
up the process of labour law 
change. It could have done 
better. At the same time, 
however, the specific pres- 
sures that seem to be emana- 
ting from the OECD have 


been at best unhelpful and 
most likely quite misguided. 

Many of the OECD coun- 
tries, especially in Europe, 
have made a mess of their 
own labour practices. After 
all, it is OECD-Europe, not 
South Korea, that boasts 
unemployment rates consis- 
tently above 10 per cent of 
the labour force, while South 
Korea has managed to keep 
unemployment rates below 3 
per cent It is Europe - 
through excessive minimum 
wage standards, overiy-pro- 
tective job security, coddled 
national trade unions such 
as 1G Metall in Germany, 


and bloated social charges - 
that has priced its labour out 
of the international markets. 

The Korean government’s 
much-vilified action of 
strengthening management 
flexibility to dismiss workers 
when economic conditions 
merit is a realistic response 
to the global economy that 
Europe would be wise to 
pursue as well Moreover, 
the several-year delay in 
introducing multiple union- 
ism in Korea seems plausible 
given the risks involved. 

The international commu- 
nity has all the right to 
insist on good international 


practices from other coun-i- V- 
tries, especially open trada > 
It has the right to insist on. - .i 
core human rights. Butfhere 
is little wisdom in insisting - 
that other countries should 
emulate failed policies iq V : . 
labour relations that are nei- 
ther justified in tbearyndr 
merited on the basis of ’ .; ' 
Europe’s own experience.;-,. : . 


Jeffrey D. Sachs, ; * 

director, fV-> 

Harvard Institute for Inter- 
national Development, . r . 
l Eliot Street, . 

Cambridge, - — •; 

Massachusetts 02138, US- 


Subsidy cutback in rural UK’s interest I Undefeated 


From Mr Richard Butt 

Sir. The kite-flying by 
Ftanz Fisc hler, the Euro- 
pean Union Commissioner 
for Agriculture, in favour of 
further reductions in 
production-related agricul- 
ture subsidies and the cre- 
ation of an integrated rural 
development policy ("Seeds 
of discontent". January 24) 
deserves support. 

Sucb a policy shift is very 
much in the UK’s interest 
Much of British agriculture 
is capable of competing in 
world markets without the 
current level of subsidies; 
lower food prices would 
improve the competitiveness 
of businesses in other secs 
tors of the economy; and 
diversification of the rural 
economy has progressed fur- 
ther in the UK than in most 
of the rest of Europe. 

Mr Fischler's vision makes 
sense for other member 
states too. International 
pressure for further liberalis- 


ation of agricultural trade 
and Internal constraints on 
Common Agricultural Policy 
expenditure seem sure to 
accelerate the pace or 
change in European farming. 
The best favour European 
governments can do their 
rural communities is to 
encourage the creation of 
new types of employment in 
the countryside. 

This is best promoted by 
facilitating market adjust- 
ment - for example, by 
improving infrastructure 
and t raining and reducing 
barriers to the growth of 
small businesses. But there 
is a role, too, for a properly 
integrated EU rural develop- 
ment policy in place of the 
present hotchpotch of pro- 
grammes. 

The cost of such a policy 
should be significantly less 
than the potential savings 
on agricultural subsidies. 
Rural development policies 
can be very cost effective. 


This commission recently 
completed some experimen- 
tal programmes aimed at 
diversifying the economies 
of three English areas which 
are heavily dependent on 
agriculture. 

Some £5m of commission 
expenditure over three years 
created substantial benefits, 
including an estimated 770 
continuing jobs, more than 
500 full-time and 6,000 
part-time training places, 300 
childcare places and 13 com- 
munity facilities. 

The UK is well placed to 
take a leading role in the 
debate about the future rural 
policy in the European 
Union which Mr Fischler is 
trying to initiate. 


Richard Butt, 
chief executive. 

The Rural Developm e nt 
Commission, 

Dacre House, 

19 Dacre Street 
London SW1H ODH, UK 


From Mr Allan Wendt . . ^ 
Sir, Your caTC^pandanl in. 
Hanoi needs to brush up on . 
the history of the Vietnam.:, 
war. In referring to the war- 
time Ho Chi Minh trail ' ' ^ ■ 
(“Vietnam plans a Ho CM : 
Minh highway", January 23), 
he writes: “The route'.- . . was 
a critical factor in the defeat 
of US forces hr 1975.” ' , 

It is a widespread myth, 
that US armed frnx^ttera . 
“defeated" in Vietnam. Uni-' 
lateral withdrawal of these - . 
forces began in 1968 andwas 
completed in 1973foUowlhg . 
a ceasefire agreement and: f 
the refusal of the US-Ctaf 
gress to continue funding, 
the war. The hell copters, fitt- 
ing off the roof of the Ameri- 
can embassy in 1975 were • 
evacuating civilians, not “US 
forces”. .i. 


Allan Wendt, 

3234 Volta PI NW. - ... 

Washington, DC 20007-2731, 
OS 


New royal yacht ideal case for Private Finance Initiative 


From Ms Janet Salmon. 

Sir, I object to the pro- 
posed expenditure Of £60m of 
public money on a new royal 
yachL If part of the justifica- 
tion is that it is important to 
business, surely this makes 
it an ideal case for the Pri- 
vate Finance Initiative. I 
have, however, noticed that 
German, French and Korean 
business people manage 
without a floating palace. 


It is particularly difficult 
to justify at a time when: 

• Schools are having to cut 
back on teachers to save 
money. 

• Waiting lists for 
operations are increasing 
due to lack of nurses and 
beds. 

• Mental health services in 
London alone require a fur- 
ther £59m a year. 

• London Underground’s 


grant has been cut by 28 per 
cent over the next three 
years, which has a signifi- 
cant Impact on the capital's 
business growth, and safety 
implications. 7 

• Housing Corpora- 
tlon s Funds have been dras- 
tically reduced. 

If the government is deter- 
mined to go ahead, then tt 
could be on the same basis 
as the rebuilding D f Windsor 


Castle, where the Queen con- 
tributes some of the funding 
though opening Rockingham 
Palace to tourists. • : -■ -* 

This is the wremg prefect,' ■ 
at the wrong time, andT do 
not thlnlc It hay support.; 1; 
from the people. 


Janet Salmon, . 

43 Montague Road, - --v 
Richmond, • L j W 
Surrey TW10 6QJ, OK £;:i-r 
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ailing tsar 


Mr Boris Yeltsin is clearly a 
very sick man. He- iwimam n jq 
reappear briefly in the Kremlin 
after his heart operation last 
year, but within weeks he was 
laid low by pneumonia. He has 
hot been seen in public, even on 
television, since January 6. 

: Does It matter? IT Russia ware 
a country with a well-tried con- 
stitution, established rule of 
law, and a healthy balance 
between its institutions, it 
might not But . the constitution 
which. Mr Yeltsin himself 
designed has left -vast powers 
concentrated in the hanifo of the 
head of state. He has no 
vice-president, he can rule the 
country by decree, and he can 
dissolve parliament and his gov- 
ernment at wilL It discourages 
any sort of risk-taking outside 
the Kremlin walls. 

Already the country is drift- 
ing. There is a sense of paraly- 
sis in the government, and 
despair in the population at the 
corruption and abuse of power 
in the coterie of new capitalists 
surrounding the sick president. 
If Mr Yeltsin remains out of 
action for weeks, if not months, 
vital decisions will not be tafcan 
’ Most important are the nego- 
tiations on future relations 
between Russia and an enlarged 
Nato: only the president can fin- 
alise the terms. The republic of 
Chechnya had elections yester- 
day, likely to result in a declara- 
tion of independence: a Russian 
backlash must be contained. On 
the economic front, the govern- 
ment stQl appears incapable of 
collecting its taxes, and vital 
reforms - as in the telecoms 
sector - are on hold. Presiden- 
tial authority is needed. 

Mr Yeltsin’s associates are 
desperate to cling to power and 
the profits it brings, fearful that 
any new election - which must 


be held within three months of 

a .-presidential resignation - 
would give victory to Mr Alex- 
ander Lebed, the mercurial ex- 
geaeraL They would not survive 
such a change, and would 
clearly prefer to maintain the 
myth of presidential authority 
os long as possible. Moreover, 
disturbing rumours are now cir- 
culating in Moscow of plans to 
change the constitution and 
delay any new poU, if Mr Yelt- 
sin is forced to quit. 

Some in the west might be 
tempted to go along with such 
plans, for fear of what a Lebed 
or an ex-communist alternative 
might mean. They want a stable 
post- Yeltsin transition. But the 
reality is tha t the transition hag 
already begun. The danger is 
that a prolonged period of drift 
under an incapacitated presi- 
dent will leave all those associ- 
ated with the Rremlin, and with 
its positive reforms, as wtQ] as 
its cronyism and corruption, 
totally discredited. Then the 
transition might indeed be cha- 
otic and disr uptiv e, both to the 
nascent market economy and to 
Russia’s delicate international 
relations. 

If Mr Yeltsin can return to 
full fitness, it would be splen- 
did. But that looks ever less 
likely. Rather, it is already 
beginning to look depressingly 
like the last years of Leonid 
Brezhnev, when he was kept in 
power in a semi-comatose state. 
The resulting era of corrupt 
stagnation ensured the final col- 
lapse of nrantniTnigm . 

The chances of the Russian 
president being' forced out of 
office are slim: it requires the 
approval of both houses of par- 
liament, and the constitutional 
court. He must have the cour- 
age himself to quit when he 
knows he cannot govern again. 


Royal yacht 


There has been mnch 
tot-tutting over the way the UK 
government announced last 
week its plan- to- spend £60m of ■ 
taxpayers' money on a new 
royal yacht It is entirely mis- 
placed. Mr Michael Portillo, the 
defence secretary, was entitled 
to seek to make political capital 
out of the decision. He must 
accept the consequences, how- 
ever, if it Wows up in his face. 

By promising to spend the 
money, the Tories hoped to cash 
in on the popularity of the 
Queen, maritime sentimentality 
attached to the yacht, and a 
vague belief that the vessel was 
good for British exporters. They 
also, doubtless, hoped to put 
their opponents on the spot: 
pither Labour would say no, and 
appear tight-fisted, or it would 
say yes, and threaten its pain- 
fully acquired image of born- 
again fiscal rectitude. 

initiall y, this approach suc- 
ceeded; Labour seemed to be 
Raying both at once, or neither. 
Now, however, the Labour lead- 
ership has settled on a coherent 
line, no doubt helped by the pal- 
pable lack of public enthusiasm 
for the yacht It is a nice thing 
to have. Labour now says, but it 
cannot and will not be financed 
by public money, at least in the 
first two years of a Labour 
government. 


This gap between the two par- 
ties is a net gain to public dis- 
cussion of spending priorities. It 
als& raises another legitimate 
subject of debate: the scale of 
the monarchy in a post-imperial 
era. Sadly,, Britain is not yet a 
mature and confident enough 
society to contemplate such a 
discussion. Instead, royal syco- 
phants and sid e kick s murmur 
that this is all deeply, distaste- 
ful. Embarrassing to the Queen, 
shoddy piece of electioneering, 
can’t expect that chap Portillo 
to understand Britain, can’t 
trust Labour to understand the 
royal family. And so on. 

This is nonsense. By promis- 
ing, on the eve of an election 
campaign, to spend money on 
the yacht, the Conservatives 
have made an entirely legiti- 
mate statement about them- 
selves, their priorities, and then- 
view of the relationship 
between the monarchy and the 
taxpayer. They had no obliga- 
tion to consult Labour on this. 

By acting as they did, and 
opening up the subject for 
debate, they’ have done the 
nation a service. If that debate 
turns out not quite as they had 
hoped, so much the worse far 
Mr Portillo. But so much the 
better, perhaps, for Britain’s 
progress towards becoming a 
nation at ease with itself. 


Big is best 


After five years at the helm of 
Volvo, the Swedish vehicle 
maker, Mr Sftren Gyll yesterday 
decided that enough was 
enough. He is stepping down in 
favour of a younger man, say- 
ing, in effect, that it could take 
years for the company to imple- 
ment a coherent survival plan. 

His decision shows how diffi- 
cult it is for a medium-sized 
manufacturer to prosper in an 
industry increasingly domi- 
nated by giants. It also high- 
lights the pressures European 
motor companies face making 
profits in the face of chrome 
overcapacity. If such a well- 
regarded group as Volvo is 
struggling to make decent 
profits, the industry’s difficul- 
ties are indeed serious. The only 
option may be the one European 
companies have done their best 
> avoid - a big merger. 

Mr Gyll deserves credit for 
rebuilding Volvo’s morale fol, 
lowing the 1933 failure of the 
merger with Renault. But his 
successor, 45-yeai>oId Mr Leif 
Jo hansson, should thin k hard 
before he invests Volvo's sur- 
plus cash in trucks and cars- 
In trucks, where Volvo is the 
world’s second biggest pro- 
ducer, the group’s future woma 
seem secure. The industry is 
more fragmented than car- 
wain^ so the lack- 1 of a large 


home market has not Teen an 
obstacle. However, in passenger 
cars, Volvo is vulnerable. The 
group carries the increasing 
cost of model development an a 
mu'* smaller base than most 
competitors. It produces less 
than 350,000 units a year can- 
pared with more than 640,000 at 
Mercedes-Benz, the next small- 
est producer. 

The failure of the Renault 
merger should not ■ prevent 
Volvo considering other possi- 
ble deals. Moreover, even bigger 
mergers wffl be required to put 
European carmaking as a whole 
on an even keel. Capacity 
stands at 2.5m cars in excess of 
HH piial flafpanfl of 8l)0Ut llfiti . 
The gap has grown in the 1990s 
with expansion of the UK’s 
Japanese-owned factories. With 
South Korean producers setting 
up in eastern Europe, life will 
become even tougher. 

The acquisitions of Jaguar by 
Ford Motor and Rover by BMW 
are too small to solve the prob- 
lem. The industry needs deals 
on the scale of the Peugeot- 
Citroen merger or of the possi- 
ble links Fiat has discussed 
with Ford and Chrysler. Such 
rivals would be so big that they 
would inevitably involve gov- 
ernments. But it is far the com- 
panies themselves to take the 
initiative and set the trams- 
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Montage by Chris WaHcer 


Crossed lines untangled 

After months of delay Italy’s government has taken decisive action 
to clear the way for telecoms privatisation, writes Robert Graham 


S ince the election of the 
Olive Tree alliance last 
May, there has been 
much talk of privatisa- 
tion - a central plank 
of the coalition’s political pro- 
gramme. So far. however, there 
has been little action. 

The symbol of this inaction has 
been Stet, the state-controlled 
telecoms group. The r uling cen- 
tre-left coalition, headed by Mr 
Romano Prodi, is the sixth suc- 
cessive government since 1992 to 
have pledged to sell-off Stet in 
“the mother of all privatisa- 
tions". 

But progress has been blocked 
by nfwriajs inside the state appa- 
ratus and a powerful cross-party 
lobby that has no desire to see 
Stet moving out of the public sec- 
tor. Similar considerations have 
delayed other big privatisations 
such as Bad, the state electricity 
company, the banks (still largely 
under public control) and the 
motorways (Autostrade). 

But now things appear to be 
moving. On Friday, Mr Carlo 
Azeglio Qiamp i. the treasury min- 
ister, summarily dismissed the 
group’s top management and 
flnnonnrwi that Telecom Italia, 
the main telephone operating 
company, was to be merged with 
Stet 

- The moves were a signal of the 
government’s determination to 
respect its latest autumn dead- 
line far the privatisation. 

M r Guido Rossi had 
little to cheer about 
on Sunday. Fresh 
from having landed 
in the. hottest seat in Italian 
industry, the 66-year-old Jaw pro- 
fessor went to watch a soccer 
match with thousands of other 
football-mad Italians. 

There had been high expecta- 
tions that bis team, Inter Milan, 
would win easily but the club 
managed only an unimpressive 
draw. 

Since bis sudden appointment 
to bead Stet, the government has 
equally high expectations about 
Mr Rossi’s ability to prepare the 
state-controlled telecommunica- 
tions group for privatisation 
later this year. 

Mr Rossi, a former chairman 
of Consob, the Italian stockmar- 
ket watchdog, comes with 
Impressive credentials. Four 
years ago, be was called in to put 


“The government has a dear 
c ommitm ent to press ahead with 
the privatisation of Stet. which Is 
exactly what we are doing," the 
treasury minister said over the 
weekend to sceptics. 

Although the moves have been 
uDder consideration since before 
Christmas, two recent events 
appear to have forced action. 

Last week, the government was 
embarrassed by criticism over 
the slow pace of telecoms liberal- 
isation by Mr Karel Van Miert. 
the EU competition commis- 
sioner. Mr Van Miert catalogued 
Stet’s failure to Implement sev- 
eral kqy aspects of competition 
policy such as easing the path for 
a second mobile telephone opera- 
tor. 

“Who runs Italy - the govern- 
ment or Stet?” he said at a Brus- 
sels press conference - com- 
ments that were given banner 
headlines In Italy's press. 

The European Union had been 
promised the privatisation of Stet 
by the end of 1996 to honour a 
1993 agreement with with Mr Van 
Miert, which obliged Italy to 
reduce the debt of hi, the state 
holding company. 

Last autumn Mr Van Miert 
agreed to postpone the deadline 
until June. At the same time, the 
treasury took over Iri’s 62 per 
cent stake in Stet to speed up the 
privatisation process - a take- 
over that made it possible for Mr 
Ciampi summarily, to remove the 


Stet management last Friday. 

This new decisiveness con- 
trasted with the Prodi govern- 
ment's failure to change the 
board at Stet when it came up for 
reappointment last June - seen 
as an early sign of weakness in a 
government which had just taken 
office promising privatisation as 
a key element of policy. 

The second catalyst for Fri- 
day’s changes was the govern- 
ment's defeat in parliament this 
month on a bill on the details of 
the privatisation of Stet. The 
defeat was largely due to poor 
parliamentary organisation and 
the practical effect was to delay 
legislation which could be easily 
refrained. 

The government presented the 
defeat as little more than an 
unfortunate slip on a banana 
skin. But the incident high- 
lighted the fragility of the gov- 
ernment’s parliamentary major- 
ity which depends on the votes of 
35 deputies from Reconstructed 
Communism, the party formed 
from the Marxist rump of the 
defunct Communist party. 

Mr Fausto Bertinotti, the pub- 
licity-conscious and astute leader 
of the Reconstructed Commu- 
nists, has consistently refused to 
endorse the centre-left “Olive 
Tree" coalition's programme of 
go v em inent. Instead;* he is will- 
ing to offer only a case-by-case 
endorsement of policy to increase 
his bargaining power. 


It was the abstention of the 
Reconstructed Communism votes 
on the Stet bill that defeated the 
government. Mr Berlin otti 
appears to harbour no intent to 
bring down Italy’s first post-war 
government in which the left is 
fully represented. But he is vis- 
cerally anti-privatisation and 
wants the state to retain a con- 
trolling stake in telecoms, which 
he calls a “strategic sector”. 

“We will fight to ensure that a 
majority of the shares in Stet 
remain in public hands.” be 
reminded the government over 
the weekend. 

Reconstructed Communism is 
not the only opponent of Stet pri- 
vatisation. The former Christian 
Democrats in the Popular Party, 
(PPI) which backs the govern- 
ment, have no wish to see the 
role of Stet changed. Equally the 
National Alliance, the rightist 
opposition party, is opposed to 
privatisation. 

One reason for this desire to 
preserve the status quo at Stet is 
that MMP, an advertising subsid- 
iary, collects advertising revenue 
for all the party political newspa- 
pers. Last year it recorded losses 
of L155hn ($97. 7m) assumed to be 
related to unproductive politi- 
cally motivated operations. 

This cross-party alliance 
against privatisation has been 
most evident in the blocking tac- 
tics behind the introduction of 
legislation to establish a telecoms 


Telecoms troubleshooter 


FerruzzEMontedisan, the Italian 
chemicals and agribusiness 
group, back <m its feet 

Now he must complete the 
merger of Stet with Telecom 
Italia, Italy's fixed-line telephone 
monopoly, which la its main 
operating subsidiary. The state 
owns 61 per cent of Stet which 
in tarn owns 64 per cent of the 
operating company’s voting 
shares. The merger most be com- 
pleted by the end of July if the 
group Is to be floated In Novem- 
ber as the government Intends. 

The merged group will have 
annual consolidated sales of 
about L40,006bn ($25-2bn), con- 
solidated net earnings of around 
L3.000bn and a stockmarket cap- 
italisation of about L55,000hn. 
Stet also has stakes in other 


quoted and non-quoted telecoms 
companies, including Telecom 
Italia Mobile, the ceUnlar phone 
company, Italtel, the equipment 
maker, Sirti, the engineering 
group, and Finsiel, the software 
subs i dia r y. 

There are several political 
obstacles that could delay the 
process. Before Stet can be priva- 
tised, parliament must pass a 
law setting up a telecommunica- 
tions and broadcasting regula- 
tory authority. This has been the 
subject of intense filibustering 
by privatisation opponents and 
rival media interests. 

Just as troublesome is the fact 
that the Stet- Telecom Italia 
merger will reduce the state’s 
stake in both companies from a 
controlling one to a minority 


holding oT 4fi per cent To avoid 
any other company dominating 
the privatised group, the govern- 
ment is considering placing a 
celling of 3 per cent or less on 
individual shareholdings - as it 
did when Banca Commerciale 
I tall ana and Credito Italiano 
were privatised. 

But the hard-line Recon- 
structed Communism party, on 
which the Prodi administration 
relies in parliament insists that 
the state should retain a 51 per 
cent stake in the group as well 
as a golden share. That is likely 
to. lead to political confrontation, 
especially since Mr Rossi has 
always been an outspoken critic 
of golden shares. 

Mr Fausto Bertinotti, the Com- 
munists’ leader, has already 



R • 


7 tifan.Wm- . ■ >. . 

V V* 'vi* /!£:„ ? STpday- daOUm-see him - t.. 

■jm Tliert’sihrfgfi^ Aanhnwawifo^^ 

•„■ /Yurie. which maflyefosg : 4V~t irvAyesti u ctiae an <g g artteatinn - A 
^'dbsraviras^toj^togto tte ^ a&inetfideui. ... 

iturisal ofKafi'Armari^^ * : 

';everu8 Sea^taryge&eral^ hard^iosedesfficutives 

1 rr ’^- nr'. ’-'T^rr- V 

Mm Ttfeam nn p' frlf -yritffr ! :v - : • vwyrt&angjgfld .fry BoutlOS fSbah '*■ 

:ihTiS^S e®7rt.toZ2wet 19S£ 

-- * ; 

red ■?}. 

imq^rtng'boes^haSi^xninded .-V {et&eT esS£jitiv& Pride Ca'A- ' 



natural <*am 

iaccesri&StS^^^^ -O.- 


"'.'.fc 


■ TSyiy igm'i _ v t J 

pride, 

vip tfi e vr V d'.aintey. ifrtfoRarite foere 

■ secretariats that fijftiiafirst ' ■- . ' 

fame, the Whas S 

folly 

charge. Also^hks'fbe- j V ; *. 

have omie up timra^sthe',: [ ■ ; 

Yanks.' v *::• • v "^^e^grchttaetwlto numbers £ 

• ^itthese “ ; : .r ; «d airport at Osaka among-:. .’ 

' dCTalqpmsriia^^e UN^ ;T *A&.*ufldiriBfc had presumed Steft 

: .N 

bankruptcy, whfr memberstaies’' 'bufldfag of has 2,700 seat, • r^v 
.areals Arman i LZjR]3xa concert haD hear the. 

wffl h^'to 


' ttortb-west Rome. 

His acousticallysaperior plan 
■rf ^rcri against stiff inter n a t iona l 
v oompetition tn July and .. 

: musical Rome rqjoiced, having *•- - 
waited Tor more than 40 years td- 

■ get a decent-sized hall far their 
-resident orchestra, the Santa 
Cedha. A 

•, .There have already been .some 
.delays inlhe construction, the 
most serious to date bring 
’thanks to the discovery of a 
magnificent Roman villa. This 
problem was circumvented, 
fitraaDy, byincorporating the • 
- archaeologfaal site into the . - 

; «fWPfex-; : 

The Tatest difficulty - in ti» . ; 
farm of the technical staff of the 
PnhlieWcarks ministry - may ; . 
^Wit^prove m^ tricky to crack. 
Thls mtoist ry has once briare 

■ sent. PSepo to the drawing board, : 
fa December 1995. to make 
-obrrectiora to the foundations. ■ 
Hthe new ri^ection raised by the 
■mfrilR fry bag -caused a furore, ■ 

;■ pfanb.has been instructed that 
he hwy iiot use wood to roof his '• 
"three scarah«haped concert 
haEs.Tfae reason Js simple: 
accbrdmgto tfce'mmistry.wood 
is not one of the materials listed . 
'a? suitable. .far pahHc buildings. 


Find that phrase 

■ A cewChechea-EngEsh 
pot^ra dictionary Ifas landed on 
Observer’s deriL stuffed fall of 
nsrihl ptoases though not, as 


far as we can tell “I surrender" - 
and irrepressibly optimistic. 

/ In the section titled that’s to 
see” far example, the authors ; 
comment that “despite 206 years 
of pollution, destnacticea and 
invasion the Chechens still have, 
good reason to be proud of their 
land.” 

A chilling, if Invaluable book. 

In the “politics” section 
“concentration camp” aits cheek 
by Jowl with “constitution", and 
“minority” with “murder”. ' 

So. a bottle of malt whisky to ' 
the first postcard/fax (to the, . . 
usual- address, fax number Is 00 
44171 873 3926, dosing date M . 
Frinuaxy) with the correct, or 
closest so. English transfation of 
the following vital expression: . : ; 
“Qusoh‘ tsTt 'aaguuranash yut?” 


Temporary job 

■ You’ve got to hand it to the , 
prestigious Institute of . 
Enterprise in France - it ' • . 

cratainly knows how to pick . 
some of the best qualified 
French business leaders to make 
a series of presentations at its 
annual general meeting. * • 

And tbere.cannot be a better- 
selection than that, of; %. V 

Jean-Jacques Bonnaud, the; - 

farmer chai r man of state ; ' - 
insurance group GAN. who was ’ 
tRUtifflysadsedby the 
government late last year. His" -.* 
subject 'Making good use of / 
part-time working”. , ■ 


and broadcasting regulator. Such 
a body is regarded as an essential 
prior step both to privatisation 
and to tbe liberalisation of the 
sector due in 1998. 

However, there is no clear 
timetable for this legislation. 
Some moderate members of the 
right-wing opposition have indi- 
cated they would help the gov- 
ernment to win a majority on the 
issue, if Reconstructed Commu- 
nism were to abstain. 

But Mr Prodi Is reluctant to 
adopt the tactics of constructing 
a “variable geometry” majority, 
since it would upset his position 
as head of the “Olive Tree" coali- 
tion. With no political base of his 
own, Mr Prodi needs Mr Besrtin- 
otti and his Reconstructed Com- 
munists to counterbalance Mr 
Massimo D'Alema, leader of the 
Party of the Democratic Left. 
This social democratic wing of 
the fanner Co mmunis t party is 
the dominant partner In the 
coalition. 

Tbe Stet issue will determine 
whether or not he can maintain 
this balancing act And with such 
a complex balance of forces, it 
will not be easy to stick to 
the existing privatisation time- 
table. 

But if further delays occur, this 
will damage Italy’s credibility in 
the tugger endeavour of “proving 
it can meet the convergence cri- 
teria to join a single European 
currency. 

attacked Mr Rossi’s appointment 
as Stet’s new chairman because, 
he claims, he is too close to 
Mediobanca, Italy's secretive and 
highly influential bank. Mr Ber- 
tinotti suspects Mediobanca, 
which is tbe global coordinator 
for the Stet privatisation, will 
create a core of friendly share- 
holders to dominate the group 
after privatisation. 

At the same time as wrestling 
with these political problems, Mr 
Rossi’s other task is to improve 
the structure and efficiency of 
tbe group to compete in a 
deregulated global telecoms mar- 
ket. Mr Ciampi, the Treasury 
minister, said at the weekend 
that the group needed to forge 
international alliances with 
strong international partners. 

For Mr Rossi, the big match 
has only just begum 

Paul Betts 


100 years ago > 

Banking Reforms In America 
Washington, 27th Jan. The 
National Board of Trade has - 
adopted a scheme of banking ' 
law an the following lines:- •. 
Gold coin to remain, the 
Standard; the retirement of 
United States notes In such a 
way as not to disturb 
business; the national 
to be allowed to Issue 
currency, equalto the par 
•value ot bonds, and the tax an • 
■ circulation to be reduced; the 
bonks to be allowed to issue 
currency based on their assets 
under national supervision; **-.■ 
the establishment of banks of 
issue in towns and villages of 
not less than 3,000 . 
inhabitants. * 

50 years ago 

Trade With Japan 
• In the House of Commons • A 
yesterday Brigadier Fitzroy • 
Madean (Conservative, . 
Lancaster) asked the Foreign ' 
Secretary whether, in view of 

the need fen* restoring British 

foreign trade, be would take . * 
immediate steps to secure the 
'rcsdmission of British/ '• ■ 
businessmen. to Japan. Hie / 
asked whether Itwas hot a ’ ' 
fact that representatives of . . . 
American insurance agencies - 
arid motor manufacturers . . 
were already in Japan.’ > 
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“ Long-term business success 
comes from earning 
our customers' respect " 


KAZUO MAMOHL ttundar of Kyocera 
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Japanese banks’ credit 
ratings downgraded 


By Gwan Robinson in Tokyo 


Credit ratings of four 
medium-sized Japanese banks 
were downgraded yesterday 
from "stable” to "negative" by 
Moody's, the international 
credit rating agency, sending 
Japanese bank shares tum- 
bling again. 

Although the downgrades 
were expected, the agency's 
doubts about the government's 
ability to prevent further bank 
closures shocked investors and 
financial authorities. 

“Japanese policy with 
respect to the resolution of dis- 
tressed institutions is shifting 
from one of protection and 
forebearance to one of resolu- 
tion via liquidation, which 
may expose creditors to risk,” 
Moody's warned. 

The banks affected are Nip- 
pon Credit Bank, the smallest 
or the three long-term credit 
banks; Hokkaido Takushoku 
Bank, the smallest of Japan’s 
10 commercial banks; and Yas- 
uda Trust and Chuo Trust, the 
fourth and second smallest of 
the seven trust banks. 
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The four banks, among the 
weakest of Japan's top 20, 
have had difficulties dealing 
with bad debts. Moody’s noted 
that the banks' prospective 
core earnings, existing capital 
and reserves "may not provide 
a sufficient cushion to absorb 
required loan-loss provisions” 
Moody's noted the introduc- 
tion of several laws last year 
which gave regulatory authori- 
ties greater powers to take 
action on troubled financial 
institutions. “Under the new 
laws, thresholds for corrective 


actions based on regulatory 
capital requirements will 
become effective in April 1988, 
after which time distressed 
banks would be declared insol- 
vent by regulators." 

A sell-off in bank shares on 
Monday left the stock market 
down by 2 per cent. The Nik- 
kei 225 stock average fell 354.46 
points to 18.334.80. Bank 
shares lost nearly 5 per cent in 
the day's trading. 

Last year, bank shares fell 
an average 44 per cent, and 
have fallen a further 10.5 per 
cent since the beginning of 
this year, according to HSBC 
James Capel. 

The banks rely on "hidden 
profits”, or unrealised gains on 
their equity portfolios, to hol- 
ster income and meet interna- 
tional capital adequacy 
requirements. The recent stock 
market declines have cut into 
these latent profits and gener- 
ated concerns about the banks 
as they approach the business 
year-end on March 31. 


Randgold 
aims to put 
its stamp 
on growing 
market 


By Mark Ashurst in 
Johannesburg 


Banks near danger zone, 
Page 23 


Kim orders inquiry into 
$5.8bn collapse of Hanbo 


By John Burton in Seoul 


President Kim Young -sam, the 
South Korean president, yes- 
terday ordered an Investiga- 
tion into the collapse of the 
Hanbo steel and construction 
group, which opposition politi- 
cal parties described as "the 
biggest Financial scandal in 
Korean history". 

Hanbo's collapse last week 
with estimated debts of 
WonS.OOObn ($5-8bn) has 
shaken the banking industry. 
It caused the Seoul bourse to 
fall by 2.9 per cent yesterday. 

It has also increased pres- 
sure on the Kim administra- 
tion, already reeling from pro- 
tests over a controversial 
labour law and Korea's worst 
economic decline In more than 
two decades. Mr Kim's 
approval ratings have fallen 
below 20 per cent. Presidential 
elections are due later this 
year. Opposition parties said 


government officials had pres- 
sured b anks to lend large sums 
to Hanbo in spite of its shaky 
finances, in return for illegal 
political donations from the 
industrial group. 

Officials said the fault lay 
with the banks, although they 
admitted the need for better 
government supervision. 

The opposition suggested 
one of Mr Kim’s sons mi gh t be 
involved in arranging the 
loans for Hanbo, although it 
offered no evidence for the 
allegation. 

That brought a stinging 
rebuke from the administra- 
tion. which promptly agreed to 
hold a special parliamentary 
session in an attempt to dis- 
miss "groundless allegations”. 

Prosecutors will examine 
whether Hanbo might have 
bribed bank executives to 
secure loans for the construc- 
tion of a Won5,700bn steel mill 
which has proved to be 


unprofitable. In an attempt to 
calm worries over the health 
of the banking sector, Mr Han 
Seung-soo, the financ e minis- 
ter, said Hanbo had provided 
mortgage guarantees which 
more than covered its bank 
loans. 

Earlier official estimates had 
suggested that some of the 
loans lacked adequate collat- 
eral. which would expose the 
tianks to huge losses. 

Korea's banks have long 
been a breeding ground for 
corruption, as capital 1 b scarce. 
Businesses have often resorted 
to bribery to get loans. 

More than 30 senior bank 
executives have been dis- 
missed for corruption in the 1 
past five years. They included 
two previous presidents of | 
Korea First Bank, the biggest 
lender to Hanbo. j 


Bow Hanbo treasure turned to 
dust. Page 8 


Volvo chief I PepsiCo withdraws from Burma 


Continued from Page 1 


The Volvo board, which was 
informed of the resignation 
last Friday, said it regretted 
but accepted Mr Gyll's deci- 
sion. 

Mr Gyll, who had no experi- 
ence of the car industry when 
he joined Volvo in 1992, may 
have felt he had accomplished 
his prime task - that or 
restructuring Volvo’s 
operations after the Renault 
debacle. 


Continued from Page 1 


Democracy have effectively 
been banned while many of its 
activists have been jailed. 

Democracy leader Ms Aung 
San Sou Kyi is under house 
arrest and last month thou- 
sands of students held demon- 
strations in the capital Ran- 
goon and second city 
Mandalay. 

Partly as a result, Helneken 
and Carlsberg, the brewers, 
Walt Disney, the entertain- 


ment conglomerate, and 
Apple, the computer group, 
have withdrawn or stopped 
buying products in Burma. 
Kodak said it would stop 
distributing its film products 
in the country. 

The largest remaining ITS 
investor is Unocal, the oil 
company which has an equity 
stake in Burma’s single hip 
gest infrastructure project a 
pipeline to transport natural 
gas from the Ada man Sea to 
Thailand. 



Europe today 


Most of western Europe will be dry 
with a mix of sun and cloud, as high 
pressure stalls over the UK. 

Sun will prevail in northern Germany, 
white the south will be mainly 
cloudy. An Isolated shower is 
expected In south-western France. 
The Iberian peninsula will have 
sunny periods. The Mediterranean 
coast will have showers. 

Southern Italy will also have a 
shower or two. The north will be dry 
with a mix of sun and cloud, but 
local fog patches will be persistent. 
Fog is also expected over the 
Balkans, which will otherwise be 
sunny. 
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Five-day forecast 

The high pressure system will remain 
over the UK and western Europe will 
continue to have sun mixed with 
cloud. 

Scandinavia will stay unsettled, as 
will Eastern Europe , which will have 
some snow. 

Southern Europe will be mostly fair 
with some sun. 
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No other airline flies to more cities 
around the world. 
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A family affair 


Randgold, South Africa's 
smallest gold producer, Is con- 
sidering putting its name an 
its gold products In an attempt 
to cash in on international 
consumers' eagerness to help 
its home country. 

Mr Peter Flack, Randgold's 
chairman, hopes the compa- 
ny's move will be the start of a 
trend, and imagines one day 
seeing a Cartier Randgold 
bracelet perhaps vying for 
shelf space with a Rolex Anglo 
American wrist watch In the 
select boutiques of Fifth Ave- 
nue and Bond Street 
Mr Flack accepts that gold 
looks, feels and costs the same 
all over the world. But he said: 
"If you can distinguish 
between brands of gasoline 
and household bleaches, you 
can do the same with gold.” 

In South Africa, he said, the 
tax. paid by mines is spent on 
the Reconstruction and Devel- 
opment programme, devised 
by President Nelson Mandela's 
government to redress the 
evils of apartheid. 

"It is important to different! - 
ate,” said Mr Flack. "South 
Africa is not like Papua New 
Guinea." 

He said that Randgold bad 
already won permission from 
the South African Reserve 
Bank, which traditionally 
manages the country’s b ulli on 
sales, to sell its gold indepen- 
dently. 

Up to a third of the output 
from Its flagship Harmony 
mine would be sold directly 
from a new refinery. Randgold 
would start by selling “little 
bars", to be followed by hollow 
chain and Jewellery blanks for 
rings or coins. 

This value-added path would 
lead eventually to branding 
with the company name, he 
predicted. If the scheme 
enables the company to 
achieve an extra one per cent 
on the gold price, it would add 
R15m (S3. 2m) to the group's 
profits. 

The strategy emerged as 
Randgold announced record 
results for the December quar- 
ter. Higher operating profits 
combined with a bouyant rand 
gold price to boost net after- 
tax profit by more than 50 per 
cent, from R75m in the Sep- 
tember period to R 126.6m In 
the three months to December 
31. 

Analysts said the results 
were above expectations, but 
warned that Randgold was 
more highly geared to the gold 
price than the bigger mining 
groups. 

Randgold said negotiations 
to complete the purchase of 
the marginal Saaiplas mine 
from Freegold. the supermine 
controlled by Anglo American, 
would probably be settled this 
quarter. 


There was no obvious theme to the 
corporate musical chairs In Sweden 
yesterday, but the identity of the 
conductor was apparent: the 
all-powerful Wallenberg family. 
Volvo has been Sweden’s only alter- 
native corporate sphere to the Wal- 
lenberg’s investor holding com- 
pany. But the reshuffle of chief 
executives at Volvo, Electrolux and 
Atlas Copco means that former 
Wallenberg lieutenants will be 
chairman and chief executive at 
Sweden's largest car company. And 
this has happened as Volvo reaches 
a strategic crossroads, with SkrlSbn 
($ 2 .ibn) of cash from divestments to 
spend. 

Volvo's shares rose on news of 
the arrival of Mr Leif Johansson 
from Electrolux. But while he set 
impressive targets for operational 
performance at Electrolux, he felled 
to achieve them. Moreover the 
acquisitions he made, though stra- 
tegically astute, were far from prof- 
itable. The white goods market has 
been tough, but this record offers 
no obvious cause for celebration. 

Indeed, there are reasons for con- 
cern. Volvo’s management has 
suggested returning a large chunk 
of cash to shareholders. A new boss 
will probably have more ambitious 
plans - particularly if the Wallen- 
bergs pull strings, since they have 
no direct stake In Volvo and would 
gain nothing from any pay-out. 
Volvo must choose between trying 
to survive as a relatively small 
independent carmaker or pursuing 
strategic partnerships. The latter 
looks the more profitable route for 
investors. Volvo’s cash mountain 
could encourage a riskier, if more 
glorious, strategy. 
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tions of cost-cutting and consolida- 
tion, optimism about trading prof- 
its, and a catch-op argument 

This is well and grad, but there 
are two snags. First, other Euro- 
pean banks have made greater prog- 
ress in trimming costs. Second, the 
extent of over-regulation means 
that rationalisation benefits remain 
very difficult to achieve hi practice. 
Moreover, returns are inhibited by 
the privileged position enjoyed by 
savings and cooperative banks. 

All this leaves German bank 
shares looking extremely exposed. 
Deutsche and Dresdner, for exam- 
ple, enjoy valuation premiums of 
more than 50 par cent compared 
with the big three Swiss banks. 
These cannot be justified. It is time 
to take profits. 


work, only one big argument for the 
«i-<ing system remains: bookbuild- 
ing is likely to be more expensive. 
Against the benefits of marketing a 
big public offering - which can help 
a share price - have to be weighed 
the costs. True, but this judgment 
cannot sensibly be made across the ■ 
board; companies need the freedom 
to weigh costs and benefits depend- 
ing on their individual circum- 
stances. 

This flexibility need not give 
bookboilders an easy ride: rights j 
issues would simply have to ccim- 1 
pete on their merits. After all, mare 
competitive sub- underwriting fees, 
will make them better placed to do 
so. But they should also give the 
recipients - institutional investors 
- a far less powerful incentive to 
stand in tbe way of change. -■ 


Newman Tonics 


German banks 


After five yearn of underperform- 
ance, German bank shares have 
scorched ahead spectacularly. Over 
the past three months, Commerz- 
bank's price has risen by 27 per 
cent, Dresdner’s by 32 per cent, and 
Deutsche's by 17 per cent For the 
first two. this is double digit outper- 
formance of a stock market itself 
rallying strongly. 

This Is doubly puzzling. With 
European economies and interest 
rates increasingly synchronised. 
hanking stocks might be expected 
to trade similarly across borders. 
Yet Swiss and French bank stocks 
have enjoyed nothing like the same 
rally. It Is also far from clear why 
German bank shares have rallied in 
tbe first place. Certainly a bull case 
can be made: it rests on expecta- 


UK rights issues 

Could tbe great debate over UK 
rights issues be almost over? It is a 
possibility. For one thing, the old 
sub-underwriting cartel is crumb- 
ling; In recent issues a chunk of 
sub-underwriting has been tendered 
competitively. Given tbe savings 
that have resulted, fixed commis- 
sions look to be an endangered spe- 
cies. 

As for rights Issues themselves, 
the traditional argument against 
change was that existing investors 
need protection from dilution 
through shares going to new inves- 
tors at an unfairly low price. But, as 
investment bank BZW points out, a 
US-style bookbuilding should be 
able to accommodate such protec- 
tion by fixing a price through com- 
petition. but giving existing inves- 
tors a prior right to buy at that 
price. 

Assuming this can be made to 


Trading at lOOp a share just 
before FKJ’s bid. Newman Tonks 
was surely undervalued. Whether 
the architectural hardware group is 
worth 75 per cent more than that - 
the price of IngersoB-Rand's count- 
er-offer - is doubtful. IngersoU,- 
which also makes doors, locks and 1 
door closers, can claim sonie bene- 
fits from combining the two compa- 
nies’ product ranges and distribu- 
tion channels. And Newman -Tonks 
offers the US group a strategic foot- 
hold in Europe. But for that it is 
paying a very Full 21 times- earn- 
ings. Even using Newman Tonks' 
upwardly mobile profit forecast of 
£18m for 1996, Logersoll will get a 
post-tax return on its £230m invest- 
ment of only 5 per cent. . 

Since the bid is in cash.;none of 
this need occupy Newman Tanks 
shareholders: unless an even higher 
bid emerges, they should ' grab 
Ingersoll - s money. They might also 
give a vote of thanks to M&G, 
which started the auction process 
by pledging its ll per cent stake to 
FKL 

FK3 itself is in a trickier position. 

It nan make a similar commercial 
case to Ingersoll since it also has a 
US-based hardware division.. And 
FKl’s management must find it gall- 
ing to have identified a sitting duck 
only to see it bagged by someone 
else. Even so, the group should 
walk away. If it re-bid at, say 200p. 
it would have nearly to triple New- 
man Tonks’s profits to avoid dilut- 
ing its own return on capital - a 
task that seems impossible even for 
its astute management. It would be 
smarter to preserve its firepower, 
and reputation for another day. 


This announcement appears as a matter of record only. 
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KYOCSIA, morfd leader kr Ngh-tmch ceramics, 
continually develops new uses for its technology 
in the IT and automotive Industry, medWrw, etee- 
tronia and metal processing. 

KYOCERA also produces high-tech cameras such 
as the COHTCftX Cl, tewred by photographers 
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IN BRIEF 


Nortel shares slip 
despite profit rise 


N orthem Teleccma, the Toronto-based telecoms 
equipment supplier, ended 1996 on a strong 
note, with earnings up by 26 per cent and record 
order inflows. However, Nortel's shares, which 
have surged In the past month, dipped 88 cents 
to.te&aatn early trading in New York. Page 24 

SoptPsww Issues Us first eurobond 

Scottish Power, the UK’s largest multi-utility 
company in the electricity and water sectors, 
has Issued its first eurobond. The 2200m (3334m) 
proceeds will refinance part of the fii^bn of 

bant deM following the acquisition of UK utili- 
ties Southern Water and Manweb. Page 26 


HFII Predicts 7% solos growth 

Sales this year by Bhtoe-Poulenc Rorer, the US 
pharmaceuticals company controlled by French 
chemicals company RhAne-Poulenc, will rise by 
more than 7 per cant, RPR said. Page 24 
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GM to buy back $2.5bn of its shares 


By Richard Waters 
in New York 


General Motors set the Beal 
yesterday on its return to 
financial health with a plan to 
buy back $2L5bn of its shares 
and raise Its dividend by 25 per 
cent. 

The moves were more cau- 
tious than analysts on Wall 
Street had hoped and were 
seen as an Indication that the 
US carmaker was some way 
from completing its restructur- 
ing and UftLng profit margins 
In Its core domestic operations. 

Yesterday's moves come five 
years after the then-struggling 


automotive giant was forced to 
turn to the equity markets for 
$2b& to plug its dwindling cash 
resources. “The question used 
to be whether they would sur- 
vive, so It's quite a turn- 
around," said Mr David Healy, 
a motor Industry analyst at 
Burnham Investment 
Research. 

GM also disclosed that it had 
JITbn of cash at the end of last 
year, $6bn more than a year 
earlier and $4bn more than the 
reserves it needs in case the 
cyclical market turns down. 

The company’s high level of 
liquidity ted analysts to project 
a rapid completion of the buy- 


back programme, as well as 
further repurchases soon. 

GM” s initial share buy-back, 
equivalent to about 5 per cent 
of Its outstanding shares, is lit- 
tle bigger than the S2bn of 
repurchases mounted last year 
by Chrysler, a much smaller 
company. Chrysler was goaded 
into distributing more of its 
cash by Its biggest share- 
holder, Mr Kirk Kerfcorian. 

Yesterday's dividend 
Increase, which puts GM's 
quarterly pay-out at 50 cents a 
share, also leaves the yield on 
the company's shares below 
the level of Its domestic com- 
petitors. After a $2% tell in its 


shares yesterday morning, to 
$60%, GM's annual dividend 
yield stood at 3.3 per cent, 
compared with 4 per cent at 
Chrysler and 4.4 per cent at 
Ford. 

GM's stock price has risen 
steadily in recent weeks as 
Wall Street has looked forward 
to sharing directly in the com- 
pany’s recovery. Until now, 
GM has used the steady US 
recovery of the early- and mid- 
1990s to repair Its balance 
sheet and erase its large pen- 
sion deficit 

Standard & Poor’s, the US 
credit rating agency, said it 
would leave GM’s credit rating 


unchanged at A-minus, the 
Hama as Chrysler, in view of 
the “more aggressive financial 
policy” the larger company 
had adopted. Ford Is mare con- 
servative with Its cash and has 
a higher A-plus credit rating. 

GM’s rating in part reflects 
the uncertainty over Us 
restructuring, said Mr Scott 
Sprlnzen, an analyst at S&P. 

The company announced 
plans earlier this month to 
shed the defence business of 
its Hughes Electronics unit, 
and to plough $4bn of cash 
from that sale Into Its remain- 
ing telecommunications 
operations. 
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Giordano hit 
by concerns 
over China 


Out of favour HK retailer 
sees shares fall further 25% 


By John Ridding 
in Hong Kong 


(Uordatw 


Shares in Giordano, the Hong 
Kong-based clothing retailer, 
fell 25 per cent yesterday after 
a statement from the company 
fuelled concerns about its 
operations in China. 

The fall, from HK$5.05 to 
HK$3.80, takes the decline 
since the beginning of the year 
to more than 40 per cent It is 
the latest blow to be caused by 
the group’s problems on the 
mainland, which have raised 
concerns about the risks of 
doing business In China. 

Giordano has been dogged 
by setbacks in China since Mr 
Jimmy Lai, its founder and for- 
mer chairman, criticised the 
Chinese premier In 1994. That 
waB followed by the closure of 
its Beijing store. 

Retail analysts in Hong 
Kong said the share sell-off 
was the result of Giordano's 
tenure to secure agreements to 
open outlets in Beijing and 
Shanghai. They said political 
considerations remained a fac- 
tor, in spite of Mr Lai's sale 
last year of bis shares In the 
company. 

“It is very hard to resolve 
those kinds of problems," said 
Ms Louisa Sung, at Sassoon 
Securities. Another sector ana- 
lyst said: “Giordano is out of 
favour in China and that is 
threatening business." 

Giordano said yesterday that 
negotiations on opening retail 
outlets in Beijing and Shang- 
hai had not been completed 
and that the group had 
received “demands for levies 
and other payments" resulting 
from “regulatory procedural 
requirements". 

The statement said directors 
were seeking a resolution of 
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the demands and that the 
amounts involved would not 
seriously affect the group’s 
financial stability. 

The group rejected reports 
that it had suffered a mass 
defection of franchise holders 
in China. It said it was not 
aware of official action to close 
operations on the mainland 
next month, as has been 
suggested In press articles. 
Giordano said It was commit- 
ted to expanding business 
there. 

It was also considering the 
the introduction of strategic 
investors Into the group. 

Giordano described Bales as 
satisfactory and said the num- 
ber of outlets on the mainland, 
was 124, a net increase of 31 
compared with the end of 1996. 

Yesterday's tell in the share 
price appeared severe given 
that the mainland accounted 
for just 15 per cent of Gior- 
dano’s sales of HK$3.4Bbn 
(|452m) in 1995. But analysts 
said the effect was amplified 
by questions about the Impact 
of China’s claims against the 
group and raised expectations 
about the mainland market 


US company makes agreed £230m offer 

Ingersoll 


trumps 
FKI 
bid for 
Newman 


By Tim Burt 


Ingersoll-Rand, the US 
industrial equipment group, 
yesterday announced plans to 
create one of the world’s larg- 
est building product manufac- 
turers by trumping FKTs hos- 
tile £iS9m »315.53m) bid for 
Newman Tonks, the UK archi- 
tectural hardware company, 
with a £230m agreed takeover. 

The US group, which said 
the cash offer signalled an 
acceleration of Its European 
expansion strategy, predicted 
it would succeed In detesting 
the mixed «»gh and paper bid 
from FKI, the diversified UK 
engineering company. 

Last night It emerged that 
Assa Abloy, the Swedish locks 
manufacturer, had also consid- 
ered a cash and share offer for 
Newman Tonks thought to be 
worth more than £20Qm. 

But the Scandinavian group, 
advised by Skandinaviska 
Enslrilda Banken, said it had 
decided not to proceed. 

Newman Tonks urged share- 
holders to accept the Ingersoll 
bid, describing it as a full and 
fair price for its shareholders. 
Its shares rose 28p to !79%p, 
Just ahead of the 179^>a-share 
offer from Ingersoll 

The cash bid from Ingersoll 
- which yesterday also 
announced annual pre-tax 
profits up from $2 70.3m to 
3358m on sales of 88.7hn - rep- 
resented a 75 per cent pre- 
mium to Newman To nks’ 
102.6p share price before FKI 
announced its offer last 
month. 

FKI’s initial offer is worth 
14&4p. Although it has already 
secured acceptances at that 
level from shareholders hold- 
ing 20.6 per cent of Newman 
Tonks, those investors would 
be free to accept the Ingersoll 



Newman Tonks chief Geoff Gahan (left), with Ingersoll-Rand 
vice-president Brian JeUison after the US group announced a 
£230tn agreed takeover with the UK company pwuicAof*»yMi«o«i 


bid if FKI allowed its offer to 
lapse. 

They Include M&G, Newman 
Tonks' largest institutional 
shareholder, which surprised 
rival fond managers by giving 
an irre voca ble undertaking to 
accept FKTs bid at the outset 

A rival fund manager with 
shares in Newman Tonks yes- 
terday said Ingersoll’s 
approach reflected the growth 
prospects for the group. "This 
shows that there 1 b consider- 
able value in Newman Tonks' 
long term market position." 


Ingersoll said Newman 
Tanks’ strong market position 
In Europe would complement 
its leading presence In North 
America, where it already 
manufactures door locks and 
closers. 

Mr Brian Jellison, vice-presi- 
dent of Ingersoll-Rand, said the 
enlarged group would benefit 
from stronger purchasing 
power, an improved distribu- 
tion network and shared tech- 
nology. 
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Swissair may write down Sabena stake 



By Ned Buckley In Brussels 


Paul Reutllnger: confident 
Ssbena. will succeed 


Swissair, the Swiss airline, has 
threatened to write down its 49 
per cent stake in Sabena 
unless the ailing Belgian car- 
rier demonstrates that it is 
meeting cost-cutting targets 
within six months. 

Writing down the invest- 
ment to zoo would give Swiss- 
air the option to walk away, or 
sell its stake for a symbolic 
sum to another investor, 
according to Sabena. If it 
retained the stake, writing off 
its value would mean Swissair 
no longer had to consolidate 
Sabena’s losses in Its group 
accounts. 

A Swissair pull-out could pot 


Sabena's future in question, 
since the Belgian state, which 
retains the majority stake, baa 
not indicated whether it would 
be prepared to bail out the 
national carrier. 

Mr Paul Reutlinger, the 
Swissair-appointed chairman 
of Sabena, says he Is confident 
the Belgian airline will suc- 
ceed In Its restructuring pro- 
gramme, which alms to re t urn 
the airline to profit by 1998 by 
reducing BFr4.7bn ($Z40m) 
from annual costs. 

But he told a Belgian news- 
paper that Swissair was ready 
to write off the $207m invest- 
ment it made In Sabena in 1995 
If the budget was not “moving 
in the right direction". Mr Beu- 


tllnger was seeking to end a 
series of rumours In Belgian 
financial circles last week, 
some emanating from Sabena 
pilots. These ranged from an 
Imminent pull-out by Swissair, 
to a break-up of Sabena or 
plans to hand over ope rati on 
of many routes to its partner 
airlines. Delta of the US, Aus- 
trian Airlines and Singapore 
Airlines. 

There were also rumours of 
a partial merger with Mr Rich- 
ard Branson’s Virgin Express, 
the cut-price airline that has 
taken over operation of 
Sabena's Brussels-London 
Heathrow slots. 

Sabena said: "Swissair are 
not demanding we make a 


[first-half] profit, they know 
we will make a loss. What they 
want to see is that we are 
sticking to budget Mr Reutlin- 
ger very strongly believes we 
can do it” 

The restructuring plan, 
agreed with Sabena's four 
unions after months of diffi- 
cult negotiations last October, 
aims to reduce costs by 
BFr4.7bn by 1998, and 
BFr6.7bn by 2000. 

In the first stage, BFr2bn is 
to be cut from staff costs, 
about 20 per cent through a 
two-year wage freeze, and the 
rest from more flexible work- 
ing practices and 500 redun- 
dancies among the 9,500 work- 
force. 


Merrill 

Lynch 

reports 

record 

earnings 


By Tracy Corrigan 


The last of the big Wall Street 
firms to report its earnings, 
Merrill Lynch, yesterday 
brought a triumphant season 
for brokerages and investment 
banks to a fitting close, 
repor ti ng record earnings for 
1996 and beating analysts’ 
estimates for the quarter, 

Merrill’s net income for 
1996 was $1.6bn, compared 
with $l.lbn in X99S. Earnings 
per share of S2J27 for the 
fourth quarter were substan- 
tially above analysts’ esti- 
mates of $1.96 and above the 
third quarter’s $1.68. 

However, coming at the end 
of a season of positive earn- 
ings surprises far financial 
institutions, due to strong 
underwriting and trading con- 
ditions and a booming merg- 
ers and acquisitions market 
last year, Merrill’s share price 
failed to benefit, slipping $% 
to $83% in a weak market. 

“The good times keep 
rolling, M said one analyst, but 
noted that investment banks 
will face difficult earnings 
comparisons in 1997, given 
their good showing last year. 

Merrill’s return on common 
equity rose to 26.8 per cent in 
1996, compared with 20,1 per 
cent in 1996. Net income for 
the quarter was $445 m, up 
from $33 lm in the third quar- 
ter. The cost of compensation 
and benefits in the fourth 
quarter was $1.7bn, up 28 per 
cent on the same quarter of 
the previous year because of 
“higher variable compensa- 
tion related to increased prof- 
itability and business vol- 
ume", Merrill said. 

Despite a large increase in 
bonus payments last year, 
compensation and benefits 
expenses as a percentage of 
net revenues were stable at 
just under 50 per cent 

Like many other investment 
banks and brokerages, Merrill 
plans to increase staff num- 
bers this year. Employment 
levels on Wall Street reached 
record levels last year, accord- 
ing to the Securities Industry 
Association. While bonus pay- 
ments are a flexible cost some 
analysts have expressed con- 
cern that Wall Street firms are 
also adding to their fixed cost 
base by increasing staff num- 
bers in a bull market. 

“We achieved record profits 
while continuing to plan for 
the global growth of our busi- 
ness through strategic invest- 
ments designed to benefit our 
clients and shareholders for 
years to come," said Mr Daniel 
Tolly, Merrill's chairman. 

Merrill retained its position 
as the leading underwriter of 
debt and equities worldwide, 
with a market share of just 
under 13 per cent, according 
to Securities Data, 
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Property disposal helps Suez back to black 



By Andrew Jack in Paris 

Suez, the French holding company 
which has been undergoing 
substantial restructuring, 
yesterday announced a return to 
the black with profits of FFrSOOm 
($145m) in 1996 after completing a 
property sale with a gross value of 
FFr9bn. 

Hie group said Whitehall Street 
Real Estate VII. the US-based 
property fund managed by 
Goldman Sachs, the investment 
bank, had paid about FFr3bn to 
acquire property development 


activities with a net value of 
FFrtbn. 

“Our property problem is now 
trivial," said Mr G&rard Mestrallet, 
chairman, who said Suez bad gone 
through a “profound mutation” 
during 1996 after reporting losses 
for 1995 of FFr3.9bn. “I am 
confident for the future of the 
group In 1997." 

He said Suez had begun last year 
as a financial services group with 
debt of FFrobn, and ended it with 
70 per cent of its turnover coming 
from industrial and service 
activities, and with cash of FFrSbn. 


This followed the sale of Banque 
Indosuez and its controlling stake 
in Tractebel, the Belgian-based 
utilities group. 

Mr Mestrallet stressed that the 
group was now focusing on two 
areas: the provision of financial 
services to individuals, and of 
infrastructure anri services to local 
authorities. 

The group unveiled details of its 
plans to dispose of its remaining 
property holdings by 2001. The 
holdings' book value has fallen 
from FFrOObn at the end of 1993 to 
FFrl4bn at the end of last year. 


Apart from the Whitehall deal, 
FFr2bn of holdings will be sold, 
gradually over the next five years, 

while the remaining FFr3bn win be 
hived oft into a separate property 
company. This will control 
property with 90 per cent 
occupancy rates and Is obliged to 
pay Suez a dividend of at least 5 
per cent a year. 

Whitehall, which bid against 
Lehman Brothers and Morgan 
Stanley of the US for the property 
portfolio, already acquired a 
FFr745m package from Suez last 
year, as well as FFrS.2bn from 


UAP, the insurer which has 
recently merged with. AXA. 

Separately, Suez said it- had 
made a provision of- FFrSOOm 
against its shareholding in 
Axa-UAP, and that its . total 
provisions against the French 
property crisis during . I996r had 
been FFr2J5bn. 

The company said operating 
profit for 1996 would be FFr2L3bn. 

ftatua during the year included 
FFrSOOm from its sale of the 
UK-based Gartmore hind 
management business, and 
FFrSOOm on Indosuez. 


Moulinfe^ j§|laits 
early retktmenl 


Moulinex; the French manufgrtuiS r jpf fflcctri wE .; \- 

appliances, yesterday, aimuu pcad a jnograhun&&re§S 
early retirements anjtrmovet&ftfe staff to part-^pSsf.~ : ;': ; 
working in an agreement with its unions to ayjpM; 
widespread compulsory redundancies- * 

The company also saiif it planned launch f.FH^S2Sm j 
(^. 7 m> 4 ^»f&issue id FFr93 a sharfcandsaitt matting 


Kirch calls for dismissal of 
Premiere managing director 


By Frederick StOdemann 
in Berlin 

The tussle between 
KirchGroup and Bertels- 
mann, two of Germany's big- 
gest media companies, over 
the development of pay-TV 
has taken a personal turn. 
Kirch has demanded that the 
managing director of Premi- 
ere. a pay-TV channel in 
which both companies have 
stakes, be dismissed. 

In a letter sent last week 
to members of Premiere's 
supervisory board. Kirch 
proposed that Mr Berad 
Kundrun be sacked on the 
grounds that he was alleg- 
edly prejudiced in favour of 
Bertelsmann. This company 
has a stake in Premiere 
through the recently formed 
Luxembourg-based company 


CLT-Ufa, in which Bertels- 
mann has a 50 per cent 
share. Before moving to 
Premiere in 1994, Mr Kun- 
drun was head of the 
Bertelsmann Club, a book 
club company. 

The Kirch move follows 
Mr Kundrun's recent success 
in frustrating the develop- 
ment of Kirch's digital 
pay-TV network. DF-1, which 
was last week served with 
an injunction by a Hamburg 
court b anning it from mar- 
keting outside Bavaria. 

Mr Kundrun went to court 
alleging that while Premiere 
was preparing to launch its 
digital services in a series of 
pilot projects agreed with 
the regulatory authorities, 
DF-1 had over-stepped its 
licence from the Bavarian 
media authority. 


The proposal to dismiss Mr 
Kundrun was rejected by 
Premiere's supervisory 
board, which is made up of 
two representatives each 
from Kirch. CLT-Ufa and 
Canal Plus, the French 
media group. 

CLT-Ufa and Canal Plus 
each hold stakes of 37.5 per 
cent in Premier, while Kirch 
owns 24 per cent 

In a separate move Mr 
Gottfried Zmeck, Kirch man- 
aging director and head of 
DF-1. is set to leave the 
supervisory board In favour 
of Mr Klaus Piette. Kindi's 
legal and personnel director. 

Kirch said the change was 
nothing unusual and had 
been planned since Mr 
Piette 's appointment to the 
board last autumn. Sources 
close to Premiere, however. 


see the departure of Mr 
Zmeck as evidence of a shift 
in Kirch’s strategy and a 
hint that the Munich-based 
company is keen on reduc- 
ing tensions with CLT-Ufa. 

The balance of power 
between the two companies 
has changed in recent 
weeks. Premiere has steadily 
increased subscriber num- 
bers, which now total 1.43m. 
The company forecasts that 
it will make a profit this 
year - its first since it was 
launched six years ago. 

The lukewarm start of 
DF-1. which was launched 
last summer and has so far 
attracted only 20,000 sub- 
scribers, has put pressure on 
Kirch. The group, headed by 
Mr Leo Kirch, has spent 
heavily buying Hollywood 
content 



Leo Kirch, the German media mogul who haads KirchGroup 


Thyssen scales back plan for telecoms expansion 


By Ralph Atkins in Bonn 

Thyssen. the German 
conglomerate which two 
years ago set out aggressive 
expansion plans for its tele- 
coms interests, yesterday 
ruled out "an offensive at 
any price” in the fixed-line 
telephone market 
In comments which con- 
trasted markedly with its 
earlier ambitions to take a 
“leading" position In the 
market, the DOsseldorf 
group said it would concen- 


trate instead on building its 
position as a services pro- 
vider, including new multi- 
media sectors. 

The change of tone under- 
scored the difficulties faced 
by would-be rivals to Deut- 
sche Telekom - in spite of 
the prospect of liberalisation 
of the German market from 
1998. ' 

Thyssen last year failed 
narrowly to win a 498 per 
cent stake in DBKom. the 
telecoms network of Ger- 
many’s railway system. 


which went instead to Man- 
ne smarm, another German 
conglomerate. It has also 
seen other large groups 
forming alliances to range 
against Deutsche Telekom. 

Mr Dieter Vogel, chair- 
man, said creating the right 
conditions in the fixed-line 
domestic market was only 
possible “when one is pre- 
pared. for the next 10 years, 
to make no profit - we are 
not". 

However, he said Thyssen 
could still expand into oper- 


ating a fixed network later - 
suggesting he had not yet 
ruled out applying for a 
licence for public voice and 
data services after next year. 

Moreover, Thyssen was 
not looking to sell its 30.125 
per cent share in E-Plus, 
Germany's third-largest 
mobile telephone network, 
which was well positioned to 
take advantage of the “still 
dynamic" mobile market. An 
offer worth up to DM3bn 
($i_84bn) for the stake from 
RWE. the energy and tele-. 


corns group, is understood to 
have been rebuffed last year. 

Speaking at Thyssen's 
annual results press confer- 
ence In Dtisseldort Mr Vogel 
also said the group was 
looking for acquisition possi- 
bilities to expand its lift 
manufa cturin g activities and 
help double the division's 
turnover to DMBbn by 2000. 

The group continues to 
undergo a large-scale 
restructuring, including 
withdrawing from unprofita- 
ble businesses. 


Mr Vogel said results In 
the traditionally-weak first 
quarter were still “not satis- 
factory". Turnover, at 
DM8.7bn. was down 6 per 
cent compared with the 
same quarter a year ago but 
was level after taking 
account of disposals. 

For the year to September, 
Thyssen reported a 36 per 
cent fall in pre-tax profits to 
DM654m with steel and con- 
struction sectors hit particu- 
larly by poor t rading condi- 
tions. 


marg ins ana lower-raw materials **ias«i»«***w - _ 
operating profits for- 199fr97 were Hkplp 

The action came after its plans last year- to layoff j 
substantial numbers of staff in an e ffort to reduce costs . 
which triggered a national political uproar and led to 

widespread protests. 

Moulinex said it had delayed some product launches 
into thi« year, streamlined its range and introduced a 
more selective sales policy. Turnover for the third quarter 
of 199fr97 rose 0.6 per cent on the same period last time. 

Andrew Jack. Paris 

Bezeq arranges $100m loan 

Bezeq, Israel’s state-owned telecoms company, will raise 
SlOOm without guarantees from an international 
consortium to finance part of this year’s investment > 
programme and repay some of its ShkSbn ($2.43bn) / 
outstanding debt. He loan, arranged by Union Bank of 
Switzerland, Dresdnex Bank, of Germany and Fuji Bank, 
of Japan, will be finalised in March and repaid over a 
period of seven years. . 

Mr Isaac Kaul, outgoing president of Bezeq, yesterday 
said the loan would be used to finance the exp ansion o f 
services at a *tmp when Bezeq and the Israeli government 
are locked in a dispute about how and when the company 
wfll be privatised. Bezeq's ShkLSfan investment 
programme cannot be fully met by its cash flow, which 
totalled Shki.4bn for the first nine months of 1996. 

Judy Dempsey, Jerusalem 

Polska Miedz profits drop 

Polska Miedz, the Polish copper producer which is due to 
be privatised later this year, has reported a 500m zlotys 
(5167m) gross profit for last year, a drop of 300m zlotys cot 
the 1995 result 

Mr Stanlslaw Siewierskt managing director, blamed the 
slump on last year's fall in the world copper price. He told 
the Rzeczpospolita newspaper this marked a 22 per cent 
drop in 1996 on the previous year's annual average price 
of $2,936.50 a tonna 

Last year, Polska Miedz produced 424,700 tonnes of 
copper, 933 tnnmwi of silver and 530 kg of gold. Copper 
output was up 5 per cent on the previous year and costs, 
were 5 per cent down, Mr Siewierski said. 

Management is hoping to see a public offer of stock in 
the company - which is valued at about $ 2 bn - at the end 
of June. 

Decisions still have to be taken by the government as to 
how much of the company's equity will be offered an the 
Warsaw Stock Exchange and how much abroad. 

He government which is being advised by a 
consortium comprising UBS, BZW and the local 
Wielkopolski Bank Kredytowy, plans to retain 49 per cart 
or the stock, while 15 per cent is to be handed to Polska 
Miedz's 24,000 employees. Christopher Bobinsfa, Warsaw 

Comments and press releases about international 
companies coverage can be sent by email to 
mtematianaLcompanies@fLcam 



Figaro in move to defuse row 


By Vincent Boland in Prague 

Jacobs Suchard Figaro, a Slovak 
confectionery maker controlled by 
Philip Morris, of the US, bas agreed to 
hold an extraordinary shareholder 
meeting to defuse a row over charges 
of “mismanagement and possible tax 
evasion" levelled by a group of minor- 
ity investors. 

Prague Capital Partners, a Czech 
asset management firm leading a group 
of Figaro investors, demanded the 
meeting last week to air the charges, 
which Figaro rejects. The investors 
also renewed their allegations that the 
company had a "dismal" disclosure 
record and “poor earnings", which they 
attributed to “transfer pricing irregu- 
larities and mismanagement". 

A similar row between Philip Morris 
and Figaro's minority shareholders 
erupted in 1995, but Mr Robert Blazek. 


managing director of PCP, said it was 
still unresolved. Under Slovak law the 
meeting must be held within 30 days of 
the request, which was received late 
last week. 

PCP and Wyser-Pratte of the US, 
with which it is acting, control 10 per 
cent of Figaro. Mr Blazek said the 
group Included other foreign and 
domestic investors. 

Philip Morris, through the Kraft 
Foods unit of its subsidiary Kraft 
Jacobs Suchard, owns 67 per cent of 
the Slovak company, for which it paid 
about *20m in 1992. 

Kraft strongly denies the charge of 
tax evasion in relation to an audit by 
the Slovak tax authorities in 1995, after 
which Figaro paid nearly $2m in back 
taxes and fines. 

Mr Michael Cohen, a lawyer for 
Kraft, said the audit concerned “a VAT 
issue that was not correctly bandied”. 


Back taxes and a fine were levied but 
the fine was reduced on appeal. “Noth- 
ing has come out of the investigation 
which implies wrongdoing or tax eva- 
sion," be said. 

Mr Blazek said minority sharehold- 
ers wanted Philip Morris to pursue “a 
transparent disclosure policy" at Fig- 
aro similar to that operating at the 
parent company. Investors were 
“astounded by the continued refusal of 
Kraft Foods and Figaro management to 
meet with financial analysts. It begs 
the question: what do they have to 
hide?", be said. 

Kraft maintains there Is no require- 
ment in Slovak law or the rides of the 
Bratislava Stock Exchange to change 
Figaro's disclosure policy. “We will 
bold the meeting and go through the 
agenda and we see no problem from 
our side in explaining where we 
stand," Mr Cohen said. 


SGS-Thomson VW in talks on 
president upbeat India project 


By David Owen in Paris 

Mr Pasquale Pistorio expects 
SGS-Thomson Microelec- 
tronics, the Fra nco-Itallan 
semiconductor manufac- 
turer, to continue outper- 
forming the industry aver- 
age, in spite of growing 
competition in custom-made, 
or differentiated, products - 
one of its strongest areas. 

The SGS-Thomson presi- 
dent said in an interview 
with the Financial Times he 
was "really convinced" the 
company had “fantastic" 
fundamentals. "He way we 
are structured, we should 
continue to outperform the 
market average." 

Speaking within days of a 
plunge in the company's 
hitherto buoyant share 
price, triggered by his sug- 
gestion that pricing pres- 
sures might eat into first- 
quarter margins. Mr Pistorio 
acknowledged that “many 
more companies than in the 
past are looking at differenti- 
ated products". 

But he argued that the 
complexity of the skills and 
technologies needed to be 
successful in the area were 
likely, for a time, to help 
protect SGS-Thomson from 
this new competition. “It is 
not something you build 
overnight.” he said. “We 
have been working in this 
direction for 10 years and 
the pay-off is there." 

Mr Pistorio said he expec- 
ted Uttle change in the bal- 




ance of the company’s prod- 
uct portfolio. About 60 per 
cent of revenues are cur- 
rently generated by differen- 
tiated products and 40 per 
cent by standard products. 

He prices of custom-made 
products tend to be less vola- 
tile than those for commod- 
ity chips, partly owing to the 
close relationship between 
manufacturer and customer 
that is usually entailed. 

This is borne out by cur- 
rent pricing trends which, 
Mr Pistorio said, had seen 
commodity chip prices fail 
by 20-30 per cent, against a 
comparatively modest 5-8 per 
cent decline for differenti- 
ated products. 

The SGS-Thomson presi- 
dent acknowledged being “a 
tittle bit disappointed" at the 
tumble taken by the compa- 
ny’s share price, which has 
fallen from FFr431 to | 
FFr363.9 since Wednesday, 
when it unveiled results 
showing a 19 per cent 
advance from $526.Sm to 
$625. 5m In 1996 net income. 

His comments came as the 
French and Italian industry 
ministers confirmed that 
they attached a strategic 
interest to keeping the sam p 
number of shares in the 
company in the hands of 
both countries. 

A 17 per cent stake in SGS- 
Thomson currently owned 
by Thomson-CSF, the French 
defence electronics group, is 
expected to change hands 
later this year. 


By Lisa Vaughan In New 
DoW and Haig Simonian 
in London 

Volkswagen. Germany's 
leading carmaker, has reacti- 
vated plans to build vehicles 
in India after talks between 
a senior executive and local 
authorities. 

Mr Bemd Lbhning, VW*s 
head of government rela- 
tions, said the company 
could spend $iQ0m on a new 
plant in Bangalore this year. 
The project to build two 
models would be a joint ven- 
ture with a leading domestic 
carmaker, with each partner 
bolding equal shares. 

“We have been tenting to 
two leading Indian car 
manufacturers and a deci- 
sion on the final selection 
will be made In a couple of 
weeks," he said yesterday. 

VW officials in Germany 
confirmed the company had 
been examining the Indian 
market, but denied a deci- 
sion was imminent. “The 
project has been at the feasi- 
bility stage for more than 
two years, but no decisions 
have yet been taken," the 
company said. 

Mr Martin Posth, VWs 
board member for Ada, said 
this month that the com- 
pany could spend between 
$130 and $l50m to hufld up 
to 20,000 cars a year In India. 
Although VW had consid- 
ered all Its brands, the proj- 
ect was most likely to 
involve Skoda, he said. 


Mr Posth said VW might 
later build up-market Audi 
models, although the timing 
depended on In dian demand 
for executive cars. 

Eicher. the Indian tractor 
and light truck group, is 
believed to be one of VWs 
two potential partners. 
Talks between the two 
companies fizzled out last 
year, although VW denied 
they had broken down 
irrevocably. 

VW is the latest foreign 
carmaker to show interest in 
India since the market was 
deregulated in 1991. 

Since then, Korea’s Hyun- 
dai and Daewoo, Fiat and 
Peugeot from Europe, Fbrd 
of the US as well as Honda 
and Mitsubishi from Japan 
have announced big invest- 
ment plans. 

Analysts said VWs tardi- 
ness could count against it 
as the middle market is 
becoming ov er crowded, with 
manufacturers offering dis- 
counts to lure buyers. 

“Volkswagen is a very late 
entrant, and shouldn't look 
to build up its volumes 
before five years," said Mr 
Kapil K ristian of Peregrine 

Securities. 

"The Indian market , is 
very price-sensitive, add the 
medium segment will grow 
only slowly.” .Because the 
market is expected to lake 
years to develop, for*2ga car- 
makers are expected to use 
India as an export base, he 
added. 
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Argentina, Brazil, United States, 


Portugal, Romania 


These diverse countries, with different 


WHETHER THEY’RE TALKING BUSINESS 
OR JUST TALKING, TELEFONICA 
BRINGS MILLIONS OF PEOPLE FROM 
18 COUNTRIES TOGETHER. 
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cultures and separate languages, have a great 


deal in common. On one hand, the need to 
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communicate. And on the other, the 


company that makes it possible:Telefonica 


Chile, Puerto Rico 




In 1 8 countries across the globe, one company 


is developing telecommunications to its full 


potential:Telef6nica As one of the world's 


leading telecommunications companies 


Telefonica offers the most advanced 


technology and services to millions of clients 


across the business, leisure and cultural spheres. 


Peru, Colombia, Venezuela.. 
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In these fast-growing nations, Telefonica 


is established as a partner in the national 


phone companies. As a result it is now the 


leading telecoms company in the 


Spanish-speaking world. 


Sweden, Switzerland, Holland 


Telefonica, together with the leading 


telecoms companies in these countries, is 


part of a‘ group whose activities extend 


across those national boundaries - to Asia, 


•North Africa and beybnd. Whether people 


need to communicate for business or 


pieasure,telef6nica makesit possible 
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Brazil lets in more foreign banks 


By Geoff Dyer in Sao Paulo 


Three more foreign banks 
have been allowed in to Bra- 
zil’s domestic market: Banco 
Santander, Spain's largest 
h ank . Korea Exchange Bank 
and Society G6nferale, the 
largest commercial bank in 
France. 

Low inflation and more 
stable economic conditions 
have encouraged foreign 
banks to expand their 
operations into Brazil over 
the past two years. They 
usually do this by buying 


small or struggling Brazilian 
banks. 

Mr Alkimar Moura. a 
director at the central bank, 
said that greater participa- 
tion by foreign banks in the 
domestic financial market 
was in the national interest 
because it would increase 
competition. 

Banco Santander has been 
allowed to purchase a major- 
ity stake in Banco Geral do 
Comdrcio, which is owned 
by Camargo Corrda, a large 
private construction group. 

Banco Santander will be 


able to operate in commer- 
cial and retail banking in 
Brazil. 

The Santander group 
already has a significant 
presence in Latin America, 
having made previous acqui- 
sitions in Mexico. Chile and 
Peru. 

Korea Exchange Bank, 
which was privatised in 1994. 
has been authorised to turn 
its representative office into 
a commercial banking opera- 
tion and is expected to offer 
lines of credit worth $lbn, 
the central bank said. 


The Brazilian government 
hopes Korea Exchange Bank 
will encourage further 
investment by Korean com- 
panies in BrazlL 

Korean investment has 
already reached $3bn and Is 
expected to be worth $5bn by 
the end of the decade. 

Society Generate has been 
allowed to take complete 
control of Banco Sogeral, in 
which it already had a 50 per 
cent stake. 

In a further addition to the 
list of foreign banks operat- 
ing in Brazil, Republic 


National Bank of New York 
opened an office in S3o 
Paulo earlier this month, 
marking the return of the 
bank's founder, Mr Edmond 
Safra, to the Brazilian bank- 
ing industry. 

Lebanese-born. Mr Safra 
emigrated to Brazil in the 
1940s, but left the country in 
1956 to found his own firm in 
Geneva. 

Mr Safra sold his stake in 
the family business, now 
Banco Safra, one of Brazil's 
largest banks, to his 
brothers, Joseph and Moise. 


A new generation of entrepreneurs 

Xavier Autrey and Alonso Ancira head one of Mexico’s largest business empires 


I t has taken Mr Xavier 
Autrey and Mr Alonso 
Ancira less than seven 
years to build one of 
Mexico’s fastest-growing 
business empires: a $3bn 
mining , rtn»mir»1 and Steel 

conglomerate carved out of 
Mexico's privatisation drive 
in the early 1990s. 

Mr Autrey and Mr Ancira, 
both in their early 40s, form 
part of a new generation of 
entrepreneurs who are 
beginning to rival the old 
Industrial aristocracy. 

Mexico's 1994 peso crisis, 
however, exposed their pre- 
carious position. Investors 
expressed concern over the 
amount of debt - $L3bn - 
that had been taken on to 
modernise Altos Homos de 
Mexico (Ahmsa), the steel 
complex privatised In 1991. 
and that an attempt to float 
Ahmsa on the New York 
Stock Exchange had to be 
abandoned earlier this year. 
Mr Autrey and Mr Ancira 
say they win try again next 
year, following the sale of 
$85m of convertible notes on 
the NYSE in December. 

The difficulty in raising 
capital has not curbed their 
appetite far acquisitions. In 
an interview at Ahmsa's 
steelworks in Monclova, a 
mining town in the northern 
state of Coahuila. Mr Autrey 
and Mr Ancira said they had 
been poised to bid for Cogo- 
leacaque, a state-owned 
ammonia producer, when 
the Mexican government 
shelved its plans to privatise 
the petrochemical industry. 
Grupo Acerero del Norte, the 
holding company for Mr 
Autrey’s and Mr Andra’s 
investments, is now plan- 
ning to bid for Venezuela’s 
Sidenirgica del Orinoco, the 
last Latin American steel 
company in state hands. It is 
also analysing a petrochemi- 
cal project in Chile. 

Mr Autrey and Mr Ancira 
became partners in 1989, 
when Mr Ancira convinced 
his old schoolfrlend that 


there was money to be made 
from the government's over- 
manned and undercapital- 
ised mines. Mr Autrey, 
whose family has ran 
Mexico’s largest pharmaceu- 
tical distribution business 
for four generations, was the 
financial wizard who could 
make the plans work. 

“I am the operator and 
Xavier is the financier, 
that’s how our partnership 
works,” Mr Ancira explains. 
While he exudes energy and 
impatience, Mr Autrey 
anchors his partner’s ideas 
with a more dispassionate 
financial min d They groan 
in unison when reminded of 
their least successful gamble 
- a 7 per cent stake in Inver- 
lat. Mexico’s fifth largest 
bank, which has been whit- 
tled down to almost nothing 
following heavy losses that 
required a government bail- 
out last year. Every other 
aspect of their business part- 
nership fills them with 
pride. 

“Real del Monte [a silver 
mine privatised in 1989 that 
was their first investment] 
was in serious trouble.” Mr 
Ancira recalls. “The min e 
employed &500 workers, but 
sold only $24m-$28m worth 
of silver a year. Cananea, by 
contrast, produced S300m of 
silver with the same number 
of workers." 

“The mine was losing the 
equivalent of the entire 
value of its assets every 
year,” Mr Autrey pitches in. 
“so we asked the govern- 
ment how much it would 
cost to dose down the mine. 
and we offered to invest the 
same amount in a business 
plan to keep the mine work- 
ing.” The deal was financed 
with a $75. 6m debt-swap, 
only $6m of which was paid 
directly to the government 
The remaining monies were 
invested in the mine. 

Raising productivity was 
as simple as paying for new 
batteries for miners' lamps. 
“The old batteries lasted 



Xavier Autrey (left) and Alonso Ancira, owners of GAN 


only two hours, which 
meant that miners spent 
most of their time travelling 
up and down shafts to 
recharge them,” Mr Ancira 
says- 

Due to low world prices for 
silver. Real del Monte has 
never made a profit But the 
min e was useful to Mr 
Autrey and Mr Ancira in 
another way. 

“When the privatisation of 
Ahms a came along in 1991.” 
Mr Ancira says, “we were 
able to raise bank loans on 
the strength of Real del Mon- 
te's not inconsiderable 
assets, which we reckoned 
were worth about $9Gm.” 

Mr Ancira and Mr Autrey 
were mainly interested in 
the coal and iron ore mines 


that were sold with Ahmsa’s 
50-year-old steelworks. “We 
knew nothing about steel, 
but we found a foreign part- 
ner - Hoogovens of the 
Netherlands - which was 
willing to act as our techno- 
logical adviser," Mr Ancira 
says. “We also convinced 
Mission Energy, a subsidiary 
of Southern California Edi- 
son, the second-largest util- 
ity in the US. to join us. We 
planned to build coal-fired 
power plants once the Mexi- 
can government liberalised 
the electricity sector." 

Mission Energy took a 50 
per cent stake in GAN, and 
together they paid $l45m In 
cash for Ahmsa and 
absorbed $350m its debt In 
1992, GAN acquired four pri- 


vatised fertiliser plants and 
a large coal mine. 

In the past five years, 
GAN has invested mare thaw 
$ibn to modernise produc- 
tion facilities at Ahmsa’s 
mines and steelworks. Had 
the investment not taken 
place, Ahmsa would not 
have been able to sell its 
steel abroad when the deval- 
uation of the peso caused 
domestic demand to plum- 
met Before the devaluation 
in December 1994, Ahmsa 
exported less than 5 per cent 
of its production; two weeks 
after. Ahmsa had negotiated 
contracts to export more 
than lm tonnes, or 43 per 
cent of its total production 
in 1995. 

However, Ms Victoria San- 
ta el la of Santander Invest- 
ment in New York estimates 
Ahmsa needs to invest an 
additional $500m to become 
a world-class steel producer. 
“With the revaluation of the 
peso and the foil in world 
steel prices, Ahmsa could 
experience difficulties in 
generating enough cash to 
finance its investment pro- 
gramme and repay its $i.3bn 
debt,” she says. 

Analysts, therefore, are 
urging Mr Autrey and Mr 
Ancira to consolidate. Mis- 
sion Energy pulled out of the 
partnership in 1994, after 
waiting in vain for the Mexi- 
can government to liberalise 
the energy sector. Mr Autrey 
and Mr Ancira still owe the 
US utility 186.5m, a debt 
they intend to repay by the 
turn of the century. 

“They have been geniuses 
at structuring leveraged buy- 
outs,” Ms Santaella says, 
“but if one of their compa- 
nies were to fail them, the 
whole edifice could fall like a 
pack of cards.” 


Leslie Crawford 


This is the second in a 
series on Latin American 
family-owned companies. The 
first appeared on January 17 


Busang; 

groups 

lobby 

Jakarta 


By Bernard Simon 
in Toronto and Manuals 
Saragosa in Jakarta 


Chief executives of three 
mining companies vying for 
control of the vast Busang 
gold deposit in Indonesia 
have arrived in Jakarta to 
press their case with Indo- 
nesian officials and advisers 
to President Suharto. 

The government has set a 
one-month ultimatum, 
expiring on February 17, for 
Bre-X Minerals, the small 
Calgary-based exploration 
company that discovered the 
deposit, to work out a deal 
with Toronto-based Barrick 
Gold and various local 
partners. 

However, Placer Dome, 
the Vancouver-based gold 
producer, has tried to prise 
Bre-X away by offering a 
“merger of equals” that 
would include a stake of op 
to 40 per cent in Busang for 
the government and other 
local interests. 

Bre-X, which already has 
a market value of over $4bn, 
would prefer an open bid- 
ding contest among interna- 
tional mining groups. 

Busang, with reserves of 
at least 57m ounces, is 
believed to be the biggest 
gold discovery this century. 

Mr John Willson, Placer’s 
chief executive, has been 
patting his case to Indone- 
sian officials for the past 
week. Mr Peter Monk, Bar- 
rick chairman, and Mr 
David Walsh. Bre-X chief 
executive, arrived in Jak- 
arta over the weekend. 

Their presence reflects the 
networking and patronage 
that accompanies securing a 
contract in Indonesia. The 
government has title to the 
Busang property and con- 
trols the “contract of work” 
required before construction 
can start 

Mr Willson and Mr Walsh 
are understood to have met 
Mr Mohamad “Bob" Hasan, 
the industrial timber 
tycoon, who is dose to Pres- 
ident Suharto. Hr Hasan 
recently bought a stake in 
two Indonesian companies 
with a minority interest in 
part of the deposit 
According to Mr Willson, 
Mr Hasan’s “main concern” 
was that Busang be devel- 
oped “in a proper way, aid 
that the partnership be 
harmonious” . 

Barrick earlier forged a 
partnership with Ms Siti 
Hardiyanti Rukmana. Mr 
Suharto's eldest daughter, 
while Bre-X signed a lucra- 
tive “consultancy” contract 
with the president’s eldest 
son. 
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AT&T begins attack on 
local telephone market 


By Richard Waters 
in New York 


AT&T yesterday fired the 
opening shot in its attack on 
the $i00bn US local tele- 
phone markets with a busi- 
ness service aimed at its 
long-distance customers. 

The biggest US telecoms 
company said it would start 
offering local calling next 
Monday in California, and 
would extend the service 
across the country in tbe 
coming months. 

The move marks AT&T’s 
return to local calling after 
an absence of more than a 
decade. Tbe company's local 
exchanges were shed on the 
break-up of the Bell system 
in 1986. 

Yesterday’s launch of a 


local calling service for 
small and medium-sized 
businesses is likely to set tbe 
model for AT&T’s attack on 
all parts of the local 
markets. 

Mr Robert Allen, chair- 
man, has set an ambitious 
target of seizing 30 per cent 
of local calls in the US. 

AT&T said it would resell 
network capacity bought 
from Pacific Telesis, the 
local carrier which serves 
California, rather than build 
Its own Infrastructure. 

This fits with its plans in 
other parts of the country, 
and reflects the cost and 
time required to build local 
switches and other facilities. 

Californian regulators 
require PacTel to sell capac- 
ity to rivals like AT&T at a 


17 per cent discount, a 
slightly less attractive rate 
than in some other large 
states. Texas has set a dis- 
count rate of 21.6 per cent, 
similar to that in New York. 

AT&T is touting a simpli- 
fied pricing structure, rather 
than fierce discounts, as a 
way of attracting customers. 
That echoes moves it made 
last year to introduce much 
simpler pricing in the 
long-distance and wireless 
markets. 

At the same time. AT&T 
said it would start carrying 
local calls for bigger compa- 
nies that already have dedi- 
cated lines giving them digi- 
tal access to its network. 
Until later this year, though, 
these lines will handle only 
out-going local calls. 
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Viasa cancels 
ail flights 


Viasa, the Venezuelan airline, remains on the v nge of 
baSruptcy after cancelling all its flights and indefinitely 
grounding its 12 aircraft. Hundreds of, passengws were 
stranded at Maiquetia airport outside Caracas Viasf . _ 
nffinaiw said passengers currently homing 
would be able to travel with other airlines, hut t hey gave 
no details of how Viasa would reimburse passengers or . 
pay other airlines. 

Following weeks of failed attempts to implement an 
em ergency cost-cutting plan, tbe airline's directors 

decided last week to halt services on all roubM 

indefinitely , it called on its principal shareholders. 

Spain’s Iberia airline, and the Fondo de Inversiones de 
Venezuela (FTV), the state investment fund and 
privatisation agency, to resume negotiations, wmdi had 
on January 15. A shareholders meeting had 
been for February 8, when a final decision would be 
taken to either “recapitalise or liquidate Viasa". 

Raymond Cotttt, Caracas ■ 


DLJ hires healthcare advisers 


Donaldson. Lufkin & Jenrette, the US investment bank, 
has hired two big names from the pharmaceuticals 
industry to advise on investments in healthcare 
t - nm parties by a newly established group within DLJ, 
Global Health Care Partners. The group will invest 
private equity capital in domestic and international 
healthcare companies. 

Mr Henry Wendt, former chairman of Smi th Kl i n e 
Beecham, will be the chariman of the new group a nd Mr 
Robert Cawthorn, former chairman and chief executive 
officer of Rh6ne-Poulenc Rorer. will be a managing 
director. Mr Douglas Rogers, an investment banker who 
hag also founded several healthcare companies, will also 
be a managing director. Tracy Corrigan, New York , 


NatSemi to sell Fairchild 


National Semiconductor, the Silicon Valley chip maker, is 
to sell its Fairchild Semiconductor business unit. The deal 
r*iin for Fairchild’s management, led by Mr Kirk Pon£;a 
veteran National Semiconductor executive, and St erlin g 
i.t/r , a Citicorp Venture Capital investment company, to 
l e ad a 5550m recapitalisation of Fairchild. National will 
retain a minority equity interest. 

Tbe deal is expected to close by May, the end of 
National’s fiscal year. National said it expected to record 
a gain on the sale once divestment costs have been 
determined. Louise Kehoe, San Francisco 


Repap writes off C$305m 


Repap, a leading North American pulp and coated paper 
producer planning to merge with Avenor, has written off 
C$305. 5m OJS$22S.7im) to cover tbe shutdown of its Alcell 
alcohol pulping project. This produced a total 1996 loss of 
C$496m, or C$4.02 a share, against net profit of C$140 Am. 
or C$1.14. 1995. Revenues were J1.7b n, down 17 per cent 
because of sharply lower pulp and coated paper prices: 

Avenor plans to buy Repap for about C$3bn by share 
exchange and assumption of Repap debt Two-thirds of its 
shareholders must approve the deal at a special meeting 
in Montreal on March 12. Robert Gibbens, Montreal 1 


PDVSA re-brands 


Petrbleos de Venezuela (PDVSA). the state-owned oQ 
company, announced its new brand name and logo '' 

PDV”. It will appear on some 100 oil derivative products 
and at 1,500 petrol stations in Venezuela formerly 
marketed and operated by the subsidiaries Lagoven, 
Corpoven and Maraven. 

Tbe move marks PDVSA’s renewed effort to unify the 
marketing strategies of its subsidiaries and comes in ' 
preparation for the opening of the domestic retail petrol 
market to foreign participation. Under a legislative . 
proposal before congress, PDVSA will relinquish its 
20-year monopoly on the petrol market. The new brand is 
also to be used on products for sale in the rest of Latin , 
America. According to Mr Luis Giusti. president of 
PDVSA, “ Delta ven has now become PDVSA’s chief 
marketing arm”. Raymond CoUtt, Caracas \ 


Kimberly-Clark dips in Mexico 

The conti nuin g weakness of Mexico’s domestic economy 
depressed both sales and operating profits at 
Kimberly-Clark de Mexico, the country’s biggest 
consumer products company. The Kimberly-Clark 
Corporation of Texas holds a minority stake in tile 
company. 

Analysts said the results of tbe paper products 
manufacturer were disappointing in the light of its 
acquisition of Crisoba. the local subsidiary of Scott Paper 
Company in the first quarter of last year. 

For the year as a whole. Kimberly-Clark’s sales stood at 
9.lbn pesos ($i.l5bn). 3 per cent up on last year. Operating 
profit increased 6 per cent to 2.6bn pesos, while net 
income jumped 47 per cent to 2.1ba pesos. However, 1996 
sales fell 19 per cent when compared with figures for both 
Kimberly-Clark and Crisoba for the previous year. 
Similarly, operating profit fell 16 per cent, while net 
income edged up l per cent 

Daniel Dombey, Mexico City 


jaidlaw in Vancom buy 


Laidlaw. the Canadian-based transport and waste 
management group, is buying the school bus operations 
of Vancom, the third biggest company in this sector in the 
US and covering 150 school bus districts in seven states. ’ 
■me deal will expand Laidlaw*s school bus revenues by 
about 10 per cent. Analysts estimate the deal is worth 
USSISOm. Robert Gibbens 


US hospital group issues $2bn junk bond 


By Usa Sransten 
in New York 


Junk bond Issuance 


Tenet Healthcare, tbe US 
hospital company, yesterday 
tapped US markets for $2bn 
in the largest junk bond 
issue since 1989. when RJR 
Nabisco sold debt to finance 
tbe leveraged buy-out by 
Kohl berg Kravis Roberts. 

Soaring demand for high- 
yield paper contributed to a 
near-record level of issuance 
last year, and has brought 
yields on such deht to histor- 
ically low levels in relation 
to Treasury bonds. 

Demand for the new Tenet 
debt was so strong that the 
total amount was increased 
more than 50 per cent from 
the planned Si Jbn. 

Tenet carries a rating of 
BB/Bal. just below invest- 
ment grade, from Standard 
& Poor's and Moody's Inves- 
tors Service, the two leading 
credit rating agencies. 

Tbe largest tranche. $900m 
of eight-year debt, was 
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priced at 147 basis points, or 
nearly 1.5 percentage points, 
above 10-year Treasuries and 
the spread narrowed about 
12 basis points as trading 
began yesterday morning. 
Donaldson. Lufkin & Jen- 
rette. the US investment 
bank, was the lead under- 
writer. 

One factor behind the 
large amount of junk debt 


issued last year was the 
surge in merger and acquisi- 
tion activity, which created 
strong demand for new capi- 
tal and led to a wave or 
refinancing. 

About S67bn worth of 
high-yield debt was issued 
last year, just below the 
record S66bn in 1993, accord- 
ing to S&p. and about 54bn 
in junk debt was priced in 


the first three weeks of this 
year. 

Another driving force 
behind the flood of new junk 
debt is strong demand from 
investors. According to Ms 
Diane Vazza. head of fixed- 
income research at S&P. the 
average yield on debt one 
step below investment grade 
came in nearly a full per- 
centage point in relation to 
Treasuries over the course of 
the year. 

Mr Bennett Goodman, 
managing director or DU’S 
high-yield bond department, 
said investors are generally 
mo re co mfortable with sub- 
investment grade debt than 
they were In the early 1990s. 

The large issuance and 
low yield levels have led to 
worries that a market cor- 
rection is imminent. "We 
think tbe market represents 
good value, but it is a time 
when you want to be care- 
ful. said Ms Joan Batch- 
elder. head or the high yield 
department at Massachu- 


setts Financial Services.. ■ 
Overall, tbe credit quality 
of issuers is much stronger 
than it was during the laecs. 
when Mr Michael Milken of 
Drexel Burnham Lambert 
dominated the market. In 
the late 1980s, the debt aver- 
aged 8-10 times cash flow, 
whereas that ratio is now 
down to 4-7 tfmpw cash flow. 

The number of defaults 
has also dropped, sharply, 
according to S&P research. 
Last year, 14 issuers 
defaulted on S3.6bn worth, of 
debt, less than half the' hate 
seen in 1995 and well below 
the record 65. defaults on 
SZObn in 199L , - -- 

Ms Vazza, of S&P, . said 
there was little doubt that 
the rate of defaults would . 
rise, but a market collapse 
was unlikely. The conditions 
that led to the junk bond 
market crash in the. early 
1990s — including an Illiquid 
market, the collapse of 
Drexel and global recession 
- are not ' 
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Japan’s banks near danger zone as ‘Big Bang’ looms 

Moody s downgrading of ratings outlooks confirms the problems faced by the sector as it prepares for planned deregulation 

so®® observers warn? AD the fig- likely to come in below Y540bn as “Consequently, the implicit Japan's banks have shown no Y19^35bn At nearly Y40,000bn. since the beginning of the 
ness 'vear-onriwri*!? 1 including the bad debt bur- against earlier projections regulatory support for Japanese progress in developing new profit non-performing loans would has wiped out more than hall 


; J towards- the March 31 buX 

ness year-end with their 
^ts/eroded by the stock mar- 
kers refcent plunges; theirmoun- 
Mn of bad loans tittle diminished 
and prospects of stiff competition 
looming in the : government’s 
planned “Big Bang” deregulation 
package. 

The news that Moody’s, the 
international - credit rating 
agency, on Monday downgraded 
Its ratings outlook for four of 
Japan’s top 20 banks from “sta- 
ble** to “negative", farther shook 
investor confidence. 

A seD-off of hank shares led 
yesterday's rout on the Tokyo 
stock market. Bank shares, 
which account for about one- 
sixth of total market capitalisa- 
tion, fell nearly 5 per cent as a 
sector. 

Lasft year, banks’ share prices 
fell 44 per cent Snce the begin- 
ning of this year, they have slid a 
further 10J> per cent 

Some are performing better 
than others, but all have suffered 
from growing fears about their 
inability to meet the competition 
that wfll be’ ushered in by sweep- 
ing reforms. 

Are Japan’s banks in crisis, as 


some observers warn? AD the fig- 
ures, including the bad debt bur- 
dens, tiie erosion of unrealised 
gains on equity portfolios and 
their dwindling lending business, 
suggest trouble. 

Under the broadest defmWnn 
however, banks are in crisis 
when they are usable to obtain 
funds at any price, when their 
losses have eaten through their 
capital position, and when they 
can no longer meet the 8 per cent 
minimum capital adequacy ratios 
Set by the Bank for Inte rnational 
Settlements, notes Mr Brian 
Waterhouse, banking analyst at 
HSBC James CapeL 

“In a crisis, banks would also 
have to go. cap in hand, to the 
central bank for help.” he says. 

For the year to March 31, the 
stronger banks, such as Tokyo- 
Mitsubishi, will show a relatively 
high level of core earnings. 

Even so, declared profits will 
be much lower than earlier fore- 
casts, notes Mr Waterhouse, who 
forecast the recent downward 
revision, by Mitsubishi Trust and 
Banking for 1996 net profit, from 
Y130bn to Y85bn ($715.4m), owing 
to write-offs of collateral. 

There is more to come, with 
net profits for the top 20 hanks 


ASIA-PACIFIC NEWS DIGEST 

Malayan bank 
advances 39% 

Malayan Bankin g (Maybank), Malaysia's biggest banking 
group, announced a rise in interim net profit of 39 per 
cent for the six months to December 31 1996. The 
company put the gains down to greater productivity, 
wider interest margins and an increase in loans. 

The group reported net profits of Mf654^7ta (US$161.45) 
for the six months. The 39 per rant increase exceeded the 
forecasts of analysts who had expected the company to 
announce net profits of around M$60Qm. 

Pre-tax profit was M$L064bn, an increase of 36 per cent 
framthe same period a year earlier. Bantin gs per share 
were 572 cents, up from 41.1 cents. Maybank msfatstnati 
its loan growth at 17 per cent, while deposit growth 
declined to 17 per cent, from 28 per emit in the 
corresponding period in 1995. 

Mr Amirsham Aziz, manag in g director, said the sale of 
Maybarik’s subsidiary, Kwong Yik Bank, during the 
period would not have an adverse affect on group 
earning s in the second half of the accounting year. 

James Bunge, "Singapore 

Lippo in HK$697m sell-off 

Lippo. the listed holding for the Hong Kong business 
empire of Mr Mochtar Riady, the Indonesian tycoon, has 
sold offHK$697m (US$9Gm) of property development 
projects in China to two Hong Kong-listed companies, one 
of them a Lippo subsidiary. 

• China Travel Service is to pay HK$370m for a vehicle 
which has stakes in China Travel Lippo Development 
(Hong Kong), which indirectly participates in a China 
property development project. China Travel Service is the 
controlling shareholder of China Travel International, the 
Hong Kong-Hated travel, tourism and investment group. 

China Travel International earlier tins month raised 
HK$2£bn through a share placement, sparking 
speculation it was about to embark on a spending spree 
which could entail purchasing assets from the parent 
company. 

Tfon gfcnng China, Lippo’s 72 per cent owned property 
investment and development arm, acquired HK$326An of 
staties in a commercial property and a metro 
development , . 

The disposals follow a restructuring of shareholdings at 
Indonesia’s Lippo Group. Louise Lucas, Hong Bong 

Coastal powers Indian plant 

Indian Aluminium (Indal). the country’s third-largest 
aluminium group, which is 35 per cent owned by Alcan of 
has signed a power purchase agreement with 
Coastal Power of the US. __ 

Coastal Power is to build a 100MW plant at Belgaum in 
the south Indian state of Karnataka. The Rs3.5bn i 

<S97.77m) project has received most of the necessary 
clearances from federal and state governments: The plant 
wm be working by the middle of 1998. • 

- Indal’s 40,000-tonne-a-year smelter at Belgaum is idle 
because government-owned utilities are failing to supply 
cower The company plans to invest nearly Rs5.5bn in 
expanding the capacity of the Belgaum smelter and 
al umina plant once the power unit becomes operationaL 

Indal’s 30 ,000-tonne-a-year smelter in Orissa, backed by 
a captive power plant and scrap recycling factory in . 
Mahar ashtra, is working well However, the smelter at 
Alupuram remains a victim of an acute power extas to 
theeontbero state of Kerala. Kunal Bose, Calcutta 

Dutch banks lend to Piltel 

Three Dutch financial institutions said yesterday they 
mmected to sign a $110m loan agreement for Pjlipiim 
SStone CoSxatltm (PffleD. the Mippihe-s leaning 
cellular telecommunications group, by end March. 

The three are ING Bank. ABN AmroB^and foe 

Netherlands Development Finance Cmjxwation. a 
subsidiary of the former sfateowned PbDippmeLong: 
Distance Telephone Company. wiD use the syndicate*! 
SSoSu facility to build a fixed telephone network of 
over 400 0 00 lines in the southern island of afcndanao The 
toSSS Se project is C50m- PiM to 46 per cent of 
the Philippines’ cellular market 

svjrdan companies have been largelydeterred from 
investing in Mindanao which has no infrastructuremid 
I with armed insurgent groups 


after 24 years of fighting Just* Mpraa. MmM 

Kyocera cuts profit forecast 

for the 


Mmnami for foe year to March law/ nom uwou 
Y96.5bn($S22ra>- Revenue isnow seen 

» Y48ffl. tom an estimated Y51ia 
&ocera mined the downgraded weak demand for 

- s SstfS2K5HBSr-*> 

growth. 


likely to come in below Y540bn as 
against earlier projections 
of Y2,000bn, aranMtng to HSBC 
estimates. 

None of Japan's fop 20 banks 
are in crisis, but several are 
heading into the danger zone, as 
suggested by Moody’s. 

The four banks downgraded by 
the agency are among the weaker 
of the top 20, but their problems 
are familiar ni ghtmar es for all 
Japanese banks. 

So, too, are the growing doubts 
among investors about the gov- 
ernment’s willingness to con- 
tinue guaranteeing foe safety of 
‘ the 20 biggest banks once its plan 
to deregulate the financial sector 
is in place. 

Tn foe past, official willingness 
- Moody's calls it “forbearance 
and protection" - to cushion the 
hanks has been QQe Of foe main 

attractions for investors. That 
cushion is growing thinner by 
foe day. 

The government's ambitious 
plan to deregulate the financial 
sector and remove barriers 
between previously highly pro- 
tected fields of the banking busi- 
ness calls for greater market dis- 
cipline and more transparent 
accounting policies. 


“Consequently, the implicit 
regulatory support for Japanese 
financial institutions will likely 
decrease, and associated credit 
risk will increase over the 
medium term," Moody's said. 

Deregulation always implies a 
squeeze on profit margins as 
competition intensifies. Mr Jes- 
per Koll, of JJ*. Morgan, points to 
the steady dismantling of cross- 
shareholdings among Japanese 
institutional and corporate inves- 
tors in the past three years and 
to foe resulting weakening of the 
cosy system in which banks 
retain long-term shareholdings in 
corporations in exchange for 
some control over foe company's 
management 

The implication. Mr Koll says, 
is that corporations are increas- 
ingly bypassing foe “main bank” 
system and turning to deregu- 
lated financial markets for funds. 

In 1995 and 1996, securitisation 
was the principal source of corpo- 
rate funding, for foe first time 
outpacing straight borrowing. 
“Just as in foe US about a decade 
ago, the traditional role of h anks 
in financial intermediation is 
becoming somewhat obsolete.” 
Mr Koll says. 

“The problem is, however, that 


Japan's banks have shown no 
progress in developing new profit 
centres." he adds. 

The drop of 96 per cent in the 
bond-trading profits of Japan's 10 
city banks in foe fiist half of foe 
business year indicate little 
improvement in banks' manage- 
ment of assets and liabilities. 

Japanese banks are already 
encountering more difficulty 
obtaining funds overseas, and 
Moody’s downgrading is likely to 
increase further the “Japan pre- 
mium” - the additional charge 
imposed on Japanese banks bor- 
rowing in the international inter- 
bank market 


A dding to the banking 
industry's woes is the 
spectre of more corporate 
bankruptcies, already approach- 
ing the record levels of 1995. 

The plunging stock market is 
exacerbating the strain on 
already troubled companies, par- 
ticularly those in foe nan-bank 
sector of independent lenders. 
This, in turn, puts further strain 
on the main creditors - foe 
banks. 

The bad debt held by Japanese 
banks is believed to be about 


Ylfl «Q5bn. At nearly Y40,000bn, 
non-performing loans would 
amount to more than 10 per cent 
of the aggregate loan portfolios of 
the leading banks. 

Several factors could tip the 
banks into crisis, analysts say, 
including the continuing decline 
of the stock market, which would 
wipe out foe banks' latent profits 
on their equity portfolios. 

Interest rates, which are at 
rock bottom, remain a wild card. 
“They can’t remain low forever, 
and if they begin to rise, that's a 
different picture altogether,” one 
analyst says. 

Deregulation, though it will 
ultimately reward the winners, 
will weigh heavily on the weaker 
b anks . Too much deregulation 
too soon - before banks have 
resolved their bad-loan mess - 
would be “simply disastrous”, 
according to HSBC James Capel's 
Mr Waterhouse. 

Japan's top banks rely far more 
than their international counter- 
parts on unrealised gains on 
their equity holdings to bolster 
their financial position and meet 
minimum capital adequacy 
requirements. 

The stock market’s sharp 


double the official figure of decline of nearly 11 per cent 


since foe beginning of the year 
has wiped out more than half the 
latent profits at the top 20 batiks 
since the last official reporting 
period in September. 

In the current circumstances 
the most serious consequence for 
foe banks wDl be a significant 
delay in clearing qp their bad- 
debt problem. That delay. In 
tum, could slow the govern- 
ment’s pace of reform. 

So the banks must decide early 
next month on how to dose their 
1996-97 books. 

Given the bleak outlook for 
Tokyo stock market, this may 
mean selling off domestic and 
foreign bond holdings to compen- 
sate for stock losses and, if things 
get worse, selling off some of 
their equity holdings. 

Such sell-ofGs, however, would 
leave foe banks dangerously 
exposed to further stock market 
declines. 

In the short-term, the critical 
date is March 51, v aluatio n and 
reporting day. Banks that fail to 
meet the BIS ratio can expect to 
see their risk profile soar, and a 
further increase in the cost of 
raising funds overseas. 

Gwen Robinson 
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Collaboration prospers when skills 
are different but vision is shared. 


‘BaA&r i&SL Dollar Treasmy and 
’ . <>/: GosvBczsxa} Paymenft. ... 


| : - . - . ■ . It is not enough to simply acknowledge the strength 

. us. pouAk<ZEAHW "• of others, you must also have the knowledge and skills 
"i ■ k * to use it wisely. .When Swiss Volks Bank (SVB), a 

• • /dr. /■ f ' leading Swiss bank and a subsidiary of Credit Suisse, was 

s^eCbocfinnarkm looking to consolidate their network of correspondent 

.'BaA&t litSL Dollar Treasury and 

• . / . Cosvn^uaa} Baymett*. .... banks for U.S. currency from 50 down to one, they chose 
y - ;= Bankers Trust. We offered them proven excellence in 
* correspondent banking services, including Direct 

Customer Transfer a service that offers a package of technology and information 
for commercial payment business. We also offered local presence in key cities 
around the world. Working with Bankers Trust, SVB was able to lower costs and 
improve efficiencies of information management. We welcome the opportunity to 
discuss how we can develop equally innovative solutions to your financial challenges. 


4 Bankers Trust 

Architects of Value 
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Nortel shares 
slip despite 
profit advance 


By Bernard Simon 
in Toronto 


Northern Telecom, the 
Toronto-based telecoms 
equipment supplier, ended 
1996 on a strong' note, with 
earnfag s up 26 per cent and 
record order inflows. 

However, investors were 
unimpressed. Nortel's 
shares, which have surged In 
the past month, dipped 88 
cents to $68.38 In early trad- 
ing in New York yesterday. 

Separately, Nortel will 
announce today that it is 
exercising an option to 
acquire a 20 per cent stake 
in Telrad. the telecoms arm 
of Koor Industries, the 
Israeli industrial group. 

The deal, valued at about 
540m, will enable both com- 
panies to gain toeholds in 
new markets. 

Nortel's earnings climbed 
to US$623m. or $2.40 a share, 
in 1996 from $473m, or $1.85. 
the previous year. 

Revenues rose 20 per cent 
to $12.9bn. 

Fourth-quarter earnings 
advanced to $3l9m, or $1-23, 
from $250m. or 98 cents, a 
year earlier. Order Inflows 
reached $5.27bn, up 41 per 
cent 

Mr Jean Monty, chief exec- 
utive, said Nortel's balance 


sheet has also improved 
markedly, with about $750m 
In cash on hand, and a cus- 
tomer financing reserve 
totalling $65 m. 

Mr Monty predicted 
another strong year ahead, 
with earnings rising by at 
least 15 per cent 

The latest earnings 
roughly matched analysts’ 
forecasts. 

But one analyst said the 
recent run-up in Nortel 
shares reflected hopes that 
the company might exceed 
expectations. 

The share price was also 
hit by signs of softening 
demand for switching equip- 
ment whose contribution to 
total sales fell to 35 per cent 
last year from 40 per cent in 
1995, including a slight drop 
in fourth-quarter revenues. 

According to the analyst, 
legal wrangling over tele- 
coms deregulation in the US 
has led some phone compa- 
nies to delay orders for cen- 
tral office switches. 

Wireless and broadband 
networks have emerged as 
the mainsprings of growth at 
Nortel. 

The relatively new wire- 
less business now makes up 
almost one-fifth of revenues, 
with a 60 per cent jump in 
sales last year. 


RPR predicts 
7% sales rise 


By Daniel Green 


RhCine- Poulenc Rorer, the US 
pharmaceuticals company 
controlled by RhOoe-Pool- 
enc, the French chemicals 
company, said yesterday its 
sales would rise by more 
than 7 per cent this year. 

This would be in line with 
market growth, but an 
improvement on the compa- 
ny’s sales growth last year. 
In 1996 sales were $5.4bn, 
compared with $5.3bn in 
1995. Excluding disposals 
and currency factors. 1996 
sales were 6 per cent higher 
than in 1995. 

In 1996, RPR's earnings per 
share and net profits both 
rose 25 per cent: earings per 
share from $2.53 to $3.16. and 
net profits from $341.6m to 
$428.7m. 

The sharp rise in profit- 
ability was largely the result 
of cost savings after RPR 
took over Fisons of the UK 
in. 1995. Mr Michel de Rosen, 
chairman, said that those 
savings were worth $i50m in 
1996 and would be worth 
$200m in 1997. 

Profits would have been 
higher but for the costs of a 
product recall at Centeon 
LCC, its joint venture with 
Hoechst of Germany. 

RPR shed 2,800 employees 
in 1996, which was about 10 
per cent of the workforce. 


Some of those left through 
businesses being sold. 

Proceeds from disposals 
were more than 5850m, com- 
pared with a previously 
stated target of $750m. 

That allowed the company 
to reduce its net debt from 
almost 53bn at the end of 
1995. to S2J$bn at the end 
of 1996. 

Leading the sales growth 
was heart drug Lovenox, 
with sales of 5401m, com- 
pared with 5303m in 1995. 

RPR is unusual among 
large drugs companies in 
having its sales spread 
evenly through scores of 
products. Lovenox is its first 
product to achieve sales of 
$400m in a year. 

Mi 1 de Rosen said that 
another of the company’s 
recent launches, cancer drug 
Taxotere. had 1996 sales or 
¥89m. It was launched in 
most markets only in the 
second quarter of 1996. 

Geographically. RPR did 

best in the US. where sales 
grew 13 per cent faster than 
US drug sales as a whole. 
The slowest growth of 1.5 
per cent was in France, 
roughly in line with the mar- 
ket there. 

Mr de Rosen said RPR did 
not intend to make large 
acquisitions during 1997. 
"We are farming, not h ant- 
ing. ” he said. 


TCI chief 
vows to 
act to lift 
shares 


By Raymond Snoddy 


Mr John Malone, chief 
executive of Telecommuni- 
cations Inc (TCI), the largest 
cable company in the US, 
bas taken urgent remedial 
action. If that does not suc- 
ceed in rescuing the share 
price, he will buy back “a 
lot ” of the company’s stock. 

TCI took action after dis- 
appointing third quarter 
results. 

Profits were hurt by 
investments in future soft- 
ware systems. Another 
damper was the loss of 
70,000 cable sascribers. 
Money raised by spinning 
off Primes tar, the compa- 
ny’s satellite system, was 
not included in the third 
quarter results. 

Mr Malone cut 2,500 jobs, 
reduced executive salaries 
by between 5 to 20 pm* cent 
and "slammed the brakes 
on” a capital investment 
programme for a period of 
reassessment. This was in 
large part aimed at keeping 
TCTs investment bond rat- 
ing. 

Within the next two 
months, the TCI chief execu- 
tive will announce ids new 
strategy for up-grading the 
company’s cable networks 
for digital and data commu- 
nication. 

In an in t erv iew last week, 
Mr Malone said he believed 
his new flexible strategy, 
using a mixture of old and 
new technologies, would be 
cost-effective. 

“If the plans are success- 
ful and we really start to 
generate the kind of cash 
that we are capable of gen- 
erating, either the stock is 
going to go up or we are 
going to buy a lot of it 
back," he said. 

Mr Malone recalled that in 
the early 1970s the company 
bought back almost 45 per 
cent of its stock "because 
the equity market didn’t 
believe what we believed”. 

TCI could also add to 
shareholder value fay contin- 
aming to create new busi- 
nesses and floating them off 
separately, he said. 

Mr Malone is concerned 
that Telecommunications 
International (Tinta), the 
company’s international 
arm, is priced too cheaply. 

Tinta includes the control- 
ling interest in FI extech, the 
cable and satellite program- 
mer in the UK, a stake in 
Telewest, the second largest 
cable operator in the UK, 
and programming and cable 
distribution companies in 
Japan, Argentina and Chile. 

If yon add (TCI’s stakes 
In) Telewest and FI extech 
together, you have got the 
whole market capitalisation 
of Tinta. So Tinta is awfully 
cheap and we probably 
would do something about 
that.” said Mr Malone. 

Depending on tax rulings 
by the Internal Revenue Ser- 
vice, the “something" is 
likely to be spinning off 
Tinta. 82 per cent of which 
is owned by TCL 


Wallenberg lieutenant to head Volvo 


By Greg Mcfvor 
in Stockholm 


Volvo has broken with tradition. For 
years it has been the main industrial 
counterweight to Sweden's Wallen- 
berg empire. But yesterday it 
appointed its first chief executive 
from the orbit of Europe’s most pow- 
erful corporate dynasty. 

There is no doubting Mr Leif 
Johansson's qualifications. At Elec- 
trolux. one of a sheaf of top Wallen- 
berg companies, be carved out a rep- 
utation as one of the family's 
brightest young lieutenants. 

But the question exercising 
observers in Stockholm yesterday 
was to what extent his appointment 
would extend Wallenberg influence 
over Volvo, Sweden's largest non- 
Wallenberg company. 


Mr Johansson emphasised that he 

intended to preserve a close relation- 
ship with the Wallenberg sphere. 
His arrival means a trio of Wallen- 
berg allies will now sit on the Volvo 
board - Mr Johansson, Mr BertrOlof 
Svanholm, Volvo chairman , and Mr 
Bjdro Svedbeig. chief executive of 
Skandinaviska RnnkHrijt Banken, the 
Waileo berg-controlled bank. 

However. Mr Johansson 
announced he was quitting the 
board of Scania, the Swedish truck- 
maker controlled by Investor, the 
main Wallenberg holding company. 
Scania is a dose competitor to Volvo 
in truck production. 

Mr Svanholm, a former head of the 
Swedish half of ABB, the Swedlsh- 
Swiss electrical engineering group 
in which the Wallenbergs are signifi- 
cant shareholders, yesterday 


attempted to play down the Wallen- 
berg incursion at Volvo.. 

Two-thirds of Swedish industry 
was run by Wallenberg companies, 
making it impossible far outside cor- 
porations not to recruit from them, 
he said. 

The Wallenbergs directly or indi- 
rectly control about 40 per cent of 
the Stockholm bourse, including 
such companies as Atlas Copco; 
Astra, the pharmaceuticals group; 
SKF, the ball-bearing maker; Store, 
the forestry group; and Ericsson, the 
telecommunications group. 

Mr Pehr Gyllenhammar. Volvo’s 
former chairman, sought to offset 
this concentration of power by posi- 
tioning Volvo as a rival force to the 
Wallenbergs in the 1970s and 1980s. 

That process led to the expansion 
of Volvo beyond the automotive sec- 


tor into a phalanx of different busi- 
nesses, ranging from mineral water 

to pharmaceuticals. 

When Mr Gyllenhammar resigned 
a™.-d the wreckage of Volvo’s abor- 
tive merger with Renault in 3993, Mr 
Gyll implemented a SKrfObn <£5jSbn) 
programme of non-core disposals & 
process which is nearing completion. 

In pure ownership terms, the Wal- 
lenberg influence, over Volvo 
remains modest. SE-Banken is 
Volvo’s fifth biggest shareholder, 
with a 4.8 per cent voting stake 
through its saving funds. 

Mr Karl-Johan Bonnevier, of 
Kleinwart Benson in London, said 
Mr Johansson's appointment under- . 
lined that “the Gyile nhamm er era, ' 
when Volvo tried to be one of the 
two power blocs of Swedish indus- 
try. is definitely over”. 


Small player exposes its vulnerability 


Y esterday’s slight rise 
in Volvo's share 
price was a telling 
comment from the market 
on the company’s position in 
the motor industry. 

By marking up the stock 
after the departure of Mr 
Sdren Gyll. the group chief 
executive who bad made a 
principle of maintaining 
Volvo as an independent car- 
maker, dealers were pricing 
some restructuring potential 
into the stock. 

The reaction may have 
been ironic, in view of Vol- 
vo's strategy of raising cash 
through disposals to concen- 
trate on its automotive 
operations. But it was also a 
recognition of the fact that, 
for many. Volvo remains the 
most vulnerable of Europe's 
car companies after the col- 
lapse of its planned merger 
witii Renault in 1993. 

“SOren Gyll is the Individ- 
ual associated with the inde- 
pendence of Volvo as a car 
company”, said Mr John 
Lawson, motor industry ana- 
lyst at Salomon Brothers, in 
London. "The change in per- 
sonnel could lead to a more 
open-minded approach.” 

Volvo has two distinct 
sides as a vehicles group. In 
cars, it suffers from a nar- 
row product range, low vol- 
umes and a distinctly 
regional production base. 

Its reputation is built on 
its big saloons and, to a 
lesser extent, its mid-sized 
models. But while those 
have generated profits in the 
past, it is Increasingly uncer- 
tain that such a narrow 
product range is enough to 
remain competitive. 

BMW, Mercedes-Benz and 
Audi. Volvo's three bigger 
rivals, are all investing 
heavily to diversify into 
smaller vehicles. 

They argue a broader 
range is essential for econo- 
mies of scale. Many analysts 
believe a carmaker needs to 
build at least lm units a 
year to remain competitive. 
By contrast, Volvo’s growth 
plans envisage an apprecia- 
bly more modest rise in out- 
put from about 350.000 cars 
last year to 500.000 by the 
turn of the century. 

Volvo Is also at a disad- 
vantage geographically. 
Some 60 per cent of produc- 
tion is in Sweden, where the 


company generates only 10 
per cent of its sales. 

All its factories are in 
high-cost Europe. Volvo 
builds cars in Sweden and 
Belgium, with additional 
output through the NedCar 
joint venture in the Nether- 
lands with Japan's Mitsubi- 
shi and the government in 
The Hague. 

While BMW, Mercedes- 
Benz and Audi face similar 
cost disadvantages, all three 
have been moving to reduce 
their cost base and broaden 
their geographical coverage 
by establishing factories in 
cheaper locations. Volvo, by 
contrast, has lacked the 
resources for such a step. 

The vulnerability of Volvo 
as a relatively small player 
was illustrated in the third 
quarter of 1996. when operat- 
ing profits were almost 
erased by poor returns from 
its car division, where the 
operating margin was only 
1.9 per cent - an unsustaina- 
ble figure in the long run. 

In spite of also reporting 
losses in its US truck 
operations, the overall pic- 
ture in commercial vehicles 
is more positive than in cars. 
The company is the world’s 
second biggest maker of 
heavy trucks after Mercedes- 
Benz and is als o a significant 
force in buses. It has an 
enviable reputation for its 
products, with the FH heavy 
truck being one of the best- 
selling vehicles in its field. 
The business is also well bal- 
anced geographically 
although it has run into dif- 
ficulties recently in the US 
and South America. 

Volvo's response to its 
imbalance has been to invest 
heavily in cars to broaden its 
range and raise output. Hie 
company has steered clear of 
moving in to small ca is. 

Instead it is seeking to 
refine its coverage and add 
niche vehicles to its line-up. 
Last year, it launched the 
S40 and V40, saloon and 
estate cars which are the 
first fruits of the NedCar 
joint venture. They have 
been followed this year with 
the CTO - a coupe and con- 
vertible - and a revised ver- 
sion of the best-selling 850 
saloon and estate car range, 
dubbed the S70 and V7D. 

What remains to be seen is 
whether these and other 


The Wallenberg empire: astride Sweden 

As at 18/2/96 (the numbers represent vote percentages, within brackets capital percentage^ . 
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planned new models will 
provide the extra volume 
required. Most analysts have 
been willing to give Mr Gyll 
the benefit of the doubt, 
cushioned by Volvo’s 
SKrlSbu ($2.Q8bn) cash pile. 

No rapid shift in Volvo’s 
strategy is likely in the 
immediate aftermath of the 
appointment of Mr Leif 


Johansson as Mr Gyll's suc- 
cessor because, as a motor 
industry nov ice, he will 
want to acquaint himself 
more closely with the busi- 
ness in the initial stages. 

But he will be keenly 
aware of the need to boost 
Volvo's international com- 
petitiveness. It will be up to 
the new products to prove 


whether Volvo really does 
have a long-term future as 
an independent carmaker. If 
not, and possibly with Mr 
Johansson's blessing, there 
is always Mitsubishi waiting 
in the wings. 


Haig Simonian and 
Greg Mclvor 
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COLT Telecom Group pic 


NASDAQ Symbol: COLTY 


SPONSORED AMERICAN DEPOSITARY 
RECEIPT (ADR) EAQUTY 


Established by 


THE 

BAN EOF 
NEW 
YORK 


For information please contact 
Kenneth A. Lopian (212) 815-2084 in New York or 
Mark Wilson (0171) 322-5323 in London. 


E-Mail: ADR@BankofNY.com 
This announcement appears as a matter of record only: 






PIRELLI TYRE HOLDING N.V. 

Established in Amsterdam 


Shareholders are herewith invited to attend an 

Extraordinary General Meeting of 
Shareholders 


to be held on Thursday 15 February 1997 at 15.00 hours in the New York Room 
of the World Trade CcmcT, Slrawinskylaan 1 , Amsterdam. 


The agenda is as follows: 

1. Opening 

2. Information oil Pirelli S.p.A.'s public bid on the remaining outstanding shares 
and warrants ' 

3. Any other business 

4. Closing 


Holders of bearer shares who (in person or by proxy) wish to attend the meeting 
must have lodged their shares not later than Monday 10 February 1937 at one of 
the following banks who will subsequently send them a receipt which will serve 
as entrance ticket: 

io the Netherlands at MeesPierson N.V., Amsterdam 
in Belgium at Generate Bank, Brussels 
in Germany at Drcsdner Bank A.G.. Frankfurt a.IVL 
in Italy at Credito (taliano. Milan 
in Switzerland at Swiss Bank Corporation, Zurich 
in the United Kingdom at Midland Bank PLC. London 


The agenda together with the information memorandum is available and can 
be obtained upon request free of charge from the Company’s office and the 
principal offices of the above mentioned banks, os well as from 
ABN AMRO Bank N.V.. Herengracht 595. Amsterdam. 


The Board of Management 
The Supervisory Board 


27 January 1997 
Si raw insky loan 027 

1077 XX Amsterdam 
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Republic of Anuria 
U.S. JJOUXJC.OOO 
Tkmttaf Rale Notts dor 2003 
In accordance with the provisions ot the 
Note, notice is hereby given dial ibe 
of Inteea for the >ii month pnkxl 
i njied at 


JitoMh period 

S27-40 per US. SUM) Bearer Note, and 


40 per 

US. SJ74.9U 


US. SIOOUO Bearer 
NaresndUS.S2.7-l--' 


.7-I&.96 per US. SinOAOO 

row an 38* July. 19*“ 
pnaentstion of Coupon No. 9. 

Union Bank of S-fcarfmd 
Lowtrei Brandi Agere Bat* 

2)rd Jury, 1997 


APPOINTMENTS 

ADVERTISING 



appears in the UK edition 
every Wednesday & Thursday, 
and in die International 
edition every Friday. For 
further inhumation please 


contact: 

Toby Finden-Crafa 
+44 0171 8733456 



BRITANNIA 
BUILDING SOCIETY 


Issue of up to 
£50,000,000 
Floating Rate Notes 
Due 2005 

In accordance with the terms and 
conditions of Ore Notes, notice is 
hereby given dm fee the date 
month Interest Period from (and 
including) 27th January 1997 to 
(but exchidingj 28* April 1997 
*c Notes will cany a rate of 
interest of 6.9375 per cent per 
annum. The relevant Interest 
Payment Date will be 28* April 
1997. The coupon amount per 
£1.000.000.00 Note wtl] be 
£17.296.23 payable against 
surrender ofCoupon No: 29. 

Hambros Bank limited 

s. Agent Bank -J 


US.S7SJWMJ00 

SWEDBANK 
(Spartiankamas Bank) 
SubordMedl 


Nobo# ** taratqr fl»»un mm kv Bts three 
SannNM tore amrenrSB,. 
1>w ® Aprt 28. »97 BW MXas 

cany on kteMI Rte el snenL ok 

” UB1 Th" mere* paras* on tie 
3r"22,‘^S B ? WF"* Ope. Dpi 
SL «» us. jisaant «■* 

uss«53t r o rp B ct » «l » tor Mote in 
jfeyvffg lTO Of US. SESaaoo end 
US-MUMa. TTW Bum at U & tnsstwti 
00 owten ore u.s. tmooo s nn*re 
■warn ot RapaamdNNM. 
BrTtaOm- 
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notice of 

MORTGAGE SECURITIES (NQ.3) PLC 
£117,000,000 Multi-Class Mortgage Backed ' 
Floating Rate Notes due 2035 

10 C«dh «m.5(c> «T ‘ 


£9.0W.0° per Claa. A2 Note 
1.00 per Clous A3 Note 


r UULC ■ - 

****** Date, being January 3Ira.I£97." 

MORTGAGE SECURITIES (NO.3) PLC ~ 

Bated: January 28 th, 1997 ’ v 
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Clyde claims Gulf bid falls £103m short 


By Jane Martinaan ... 

Clyde Petrolema, the UK ail 
indepehdeot^-.is today expec- 
ted to argue that it is worth 
about 130p a share, or SXOSm 
®172m) more than the E432m 
offered by Gulf Canada 

Resources jEmits hostile-take- 
over hid. 

. The valuation - to be pub- 
lished in Clyde's' final 
defence document - com- 
pares with a share price of 


84*5p when the oil 

aod gas group announced its 
bid in December. 

Clyde, using a report com- 
missioned from Energy 
Re sourc e Consultants, is set 
to argue that new infor m*. 
tion on production and 
reserves has added to its 
value. 

Clyde’s shares eased to 
118ftp yesterday, having 
been consistently higher 
than the 105p a share offer 




gives 
a boost 



Babaras-’i 


Neil McCann (left), group chairman, and John Entic 


By David Blackwell 

A contribution of more than 
I£5m ($8.2m) from the Geest 
banana business was the 
driving force behind a 23 per 
cent increase in underlying 
profits at Fyffes, the Dublin- 
based fruit and vegetable 
distributor. 

Fyffes bought Geest's 
banana business at the start 
of this year for £147-5m in a 
joint venture with Windward 
Island Banana Development 
and Export The group now 
relies on bananas for about 
30 per cent of turnover. 

Mr John Ellis, chairman of 
Fyffes UK, said Geest had 
performed well - since the 
divestment of its Costa Rica 
plantations, enabling it to 
return to its care business. It 
was continuing to upgrade 
its assets. 

Fyffes spent I£30m on 5050 
joint venture acquisitions 
last year, with Geest taking 
up I£20m of tbe total invest- 


ment Operating profits for 
the year to October 31 rose 
firom lE3a3m to I£47.1xn an 
sales up from I£l.i9bn to 
£L43bn. 

Pre-tax profits ware U per 
cent higher at I£46.6m 
(I£42m) after Charg in g J£1.9m 
of goodwill on the Geest 
deal, to be amortised over 20 
years. 

Fyffes' shares rose 5p 
to 115p on the figures, 
which were better than 
expected. 

Operating profits in 
Ireland and the UK grew 15 
par cant to I£2&lm, while 
continental European profits 
jumped 36 per cent to l£20m. 
The US business, which tbe 
group withdrew from in Sep- 
tember, incurred lasses of 
l£lm an l£32ra turnover. 

Mr Ellis said the super- 
market price war of late 1995 
had passed into history, and 
prices were now about dou- 
ble the November 1995 low of 
19p a lb. 


US order delay 
hurts Filtronic 


By Motoko Rich 

Delays in US orders caused 
pre-tax profits at Filtronic 
Comtek to plunge from £2m 
to £15.000 ($25,050) in the six 
months to November 30 and 
the telecommunications 
components group cut its 
dividend from Q.75p to 0J25p. 

However, the overall fig- 
ures masked a dramatic 
swing between quarters. US 
demand for the company's 
mobile telecommunications 
components revived in the 
second quarter, reversing a 
£L8m loss in the first quar- 
ter into a £1.8m profit. 

The shares, which fell to 
305p yesterday, recovered to 
close up lp at 335p. - 

The group announced the 
appointment of Mr Greg 


Hey-Shipton, formerly vice 
president of Superconductor 
Technologies of the US, as 
chief executive. The move 
allows Professor David 
Rhodes, executive chairman, 
to concentrate on strategy. 

Mr Rhodes said the group 
had “geared up for a big 
increase in US business last 
January’' but orders had 
been delayed by nine 
months as its customers 
experienced technical trou- 
bles in developing code divi- 
sion multiple access (CDMA) 
s yste m s, a US version of dig- 
ital mobile phones. 

Mr Rhodes said the group 
now had nearly £20m in 
orders, compared with a nor- 
mal order book of Efim. It 
has reopened a factory in 
New Hampshire. 


price since the bid was 
launched. 

Several analysts said that 
the ERC report would give 
Clyde a “core asset value” of 
"somewhere north of lOOp" 
to match the bid The rest of 
the valuation is expected to 
be made up of a "reinvest- 
ment premium". This relates 
to Clyde's view that a combi- 
nation of the business as a 
going concern and its track 
record should be taken into 


account in any valuation. 

Mr Malcolm Gourlay, 
Clyde’s chairman, said: 
"Clyde is not in liquidation. 
It is a thriving business. The 
market knows that a suc- 
cessful business sells for 
more than just the value of 
its inventory.” 

Some analysts believe that 
Gulf will be forced to raise 
its offer to win the battle, 
with the most likely price 
between 115p and I25p. 


One large institutional 
investor said yesterday 
that Clyde had already con- 
vinced it and the market 
that lG5p was not high 
enough. 

Gulf, which has not yet 
met any of the four large 
shareholders which own 
almost half of Clyde, has 
another week to increase its 
offer. 

However, Mr Dick Auchin- 
leek, senior vice president. 


repeated yesterday that 105p 
was already at a premium to 
what it saw as a net asset 
value. "We did not expect to 
come into town and steal 
this bnt we are not going to 
pay an unrealistic price 
either.’' Before the bid was 
launched analysts used net 
asset values of between 75p 
and 88p. 

Clyde will also produce its 
1996 results and new cash 
Sow multiples today. 


Hanson to unveil Energy plans 


By Tim Burt 


Hanson is expected today to 
mark the final phase of its 
four-way demerger by outlin- 
ing ambitious expansion 
plans for Energy Group, its 
coal and power arm, and 
better-than-expected trading 
figures from its remaining 
building materials 
operations. 

Listing particulars for 
Energy Group - comprising 


RESULTS 


Eastern Group, the UK util- 
ity company, and US coal 
producer Peabody - will 
emphasise a “more global” 
strategic direction. The doc- 
ument, due to be published 
today, is likely to show that 
Energy Group's directors are 
concentrating on acquisition 
and investment opportuni- 
ties in North America and 
south-east Asia. 

Company officials say the 
particulars will show Energy 


Group can rely on "some 
pretty robust financial fig- 
ures” to fund its expansion. 

For the 12 months to last 
September the company 
reported pre-tax profits of 
£446m ($744.Sm) on turnover 
of £3.76bn, and boasted net 
assets of some ££.8bn. 

Shareholders in “new Han- 
son”. meanwhile, will tomor- 
row receive a circular show- 
ing - for the first time - a 
detailed three-year break- 


down of the financial perfor- 
mance of its aggregates, 
bricks, cranes and electrical 
equipment interests. 

Hanson insiders say they 
wifi demonstrate improved 
trading by those businesses, 
“although analysts will 
begin to realise that there is 
a lot to be improved upon". 

In the short term, that 
effort is expected to focus on 
removing management 
duplication in the US. 
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HoF to shed 
1,000 jobs in 
restructuring 


By Peggy HoOinger 

House of Fraser is cutting 
more than 1,000 jobs in a 
wide-ranging restructuring 
which is expected to provide 
initial cost savings of about 
£10m ($l6mj a year and 
result in the sale or closure 
of three department stores. 

Mr John Coleman, chief 
executive, unveiled the 
restructuring yesterday in 
an unexpectedly upbeat 
Christmas trading state- 
ment The group reported a 
6.1 per cent increase in com- 
parable sales from existing 
stores for the 26 weeks to 
January 25. 

“It is nice occasionally to 
say that not everything in 
House of Fraser is bad.” said 
Mr Coleman, who was 
appointed following institu- 
tional pressure for a man- 
agement shake-up in April. 
“And 1 do not think a 6 per 
cent increase is bad at alL" 
Sales in the immediate 
run-up to Christmas had 
shown llke-for-like increases 
similar to that achieved for 
the 26 weeks, he said. 

There was some relief in 
the market that House of 
Fraser, which has disap- 
pointed consistently since its 
ill-starred flotation in 1994, 
had not suffered a decline in 
December trading. The 
group had Increased gross 
margins by 0.2 percentage 
points in the period, 
although analysts ques- 
tioned whether this had 
been enhanced by th e use of 
provisions. 

“People feared they would 
have to downgrade profit 


House of Frastt* 

prtco since flotation (penra) 
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forecasts." said erne analyst 
Instead, forecasts for the 
year were left at about 
£14. 5m before exceptional 
charges, against last year’s 
£l4m. 

The statement also set out 
details of Mr Coleman’s 
recovery plan for House of 
Fraser, which will cost tbe 
group £49m in exceptional 
charges this year. 

The job losses - equal to 
about 11 per cent of the 
9.000-strong workforce - are 
expected to cost £12m-£15m 
in exceptional and will 
affect all the group's 4B 
stores, mainly at managerial 
level It does not include the 
300 employees in the stores 
targeted for disposal. 

Tbe group is taking a fur- 
ther £22m-£25m charge to 
dear old stock bought under 
previous manag ement 

The group expects to take 
a £7m-£9m write-down on 
the assets in the annual 
results to be announced in 
April. 


MBO at 
British 
Steel arm 

By Stefan Wagstyt 

British Steel is selling its 
British Steel Forgings 
operations for £74.5m 
($ l£4.4m) to a management 
buy-out backed by Pruden- 
tial Venture Managers. 

It is selling the business 
to concentrate on its core 
steehnakmg activities. 

BSF, put up for sale in 
August, is the UK's biggest 
forgings company with 50 
per cent of the market. It 
had £10m operating profits 
on £15 7m sales in the year 
to March, it was originally 
part of UES Holdings, a joint 
venture formed In 1986 by 
British Steel and GKN. 

BSF, which has its head- 
quarters in Bromsgrove, 
employs 2,100 at six sites in 
the Midlands, Sheffield and 
Ayr, making products for 
the motor, aerospace and 
industrial cylinder markets. 

The business is being 
acquired by a newly-formed 
company called United Engi- 
neering Forgings, with Mr 
Bob Bates as chief execu- 
tive. Mr Bates, 51, a former 
divisional managing direc- 
tor at TAN, the diversified 
motor parts group, wm be 
joined on the board .by Mr 
Alistair Mackintosh and Mr 
Ian Pain, of Prudential Ven- 
ture Managers. Total 
finance for the acquisition 
wQl be £S2m, including debt 
and working capital. 

Prudential Venture Man- 
agers said it would probably 
be eventually floated. 




Ingersoll-Rand throws 
down gauntlet to FKI 


By Tun Burt 


executives at 
Rand, the US indus- 
oipment manufac- 
sre yesterday confi- 
iat their E230m 
I cash offer would 
battle for Newman 

slieve this business 
more to us than 
rival bider, said Mr 
iisou, vice president 


expected shortly to 
whether it will 
Iflffln hostile bid. 
Engersoll’s £2.9bn 
j and strong bal- 
the US group 
ited it had "pock- 
ooueJT to respond 
eased hid from the 
td engineering 

•line d its COnmHt- 

ewman Tanks yes- 
r acquiring 4.9m 
79.4p apiece - rep- 
ahnost 4 par cent 
ipany. 

Pa intervention - 


priced at 175p a share, exclu- 
ding a 4.4p final dividend - 
was welcomed by several of 
Newman Tonks’ institu- 
tional shareholders, most of 
" whom admitted it repre- 
sented a good exit value for 
a company which " was trad- 
ing at i02%p before FKI 

ann ounced its interest 

Although FK3 had secured 
acceptances for its initial 
offer from investors holding 
more than 20 per cent of 
Newman Tonks, notably 
M&G with more than 11 per 
cent, most fund managers 
and industry analysts pre- 
dicted it would walk away. 

Having described its open- 
ing i4S.4p a share offer as 
“full and fair,” several ana- 
lysts said file group would 
have difficulty trumping 

Ingersoll's 21 per cent higher 

bid. 

Although FKI amid proba- 
bly afford to increase its 
offer, the arithmetic 
Involved in dealing a knock- 
out blow to Ingersoll, whose 
offer represents an exit mul- 
tiple of 2L2 times 1996 earn- 


ings, could prove prohibi- 
tive. “To outbid Ingersoll 
would raise severe questions 
over whether the deal would 

Still be Aamings enhancing," 

said one analyst 

Another said: "Most of us 
have decided they will not 
be prepared to pay up for it 
But having got this far, some 
companies still want to 
cany on." 

Its advisers at ING Barings 
and NM Rothschild were 
paring over information sup- 
plied by Newman Tonks, 
which under the Takeover 
Code had to make informa- 
tion supplied to Ingersoll 
available to the other side. 

If FKI remained in the 
fray, some observers said the 
likely cost of capital would 
probably outweigh the 
return. “FKI was bringing 
management skills more 
than industrial synergy to 
this deal," said one fund 
manager. "The company has 
proved in the past that it 
will not overpay for under- 
performing companies, and 
we like it that way." 


Pre-flight checks: Bristow Helicopters, 
European regulations, American interests. 
Only the route needed 
careful planning. 


Through our close contacts with venture 
capitalists, we established that 44 per cent 
of the Bristow Helicopter Group was for 
sale. Using our extensive international 
contacts we identified the perfect 
partner and approached Louisiana 
based Offshore Logistics. Within 
three weeks we had a deal with 
the venture capitalists. 

In addition, the other major 
shareholder wanted to restructure 
its stake, bringing into play complex 
regulatory issues which had to be 
satisfied, whilst taking account of financial 
requirements in two major jurisdictions. 

It took ten months to complete and involved 
co-ordinating fourteen sets of advisers, but with our 
firm hand on the controls the objectives of all parties were met. 
Today Offshore Logistics and Bristow are the world's largest 
alliance of non-military operators of helicopter transportation services. 


◄2» 

HSBC Samuel Montagu 

Manlier H5BC Gamp 
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INTERNATIONAL CAPITAL MARKETS 


Scottish Power deal 
to help refinance debt 


New international bond issues 


Ana Dot 


INTERNATIONAL BONDS 


By Samer tsfcandar 

Scottish Power, the UK’s 
largest multi-utility com- 
pany in the electricity and 
water sectors, yesterday 
issued Its first eurobond. 

The £2Q0m in proceeds will 
be used to refinance part of 
the £l.5bn of bank debt 
related to the company’s 
acquisition of Southern 
Water and Manweb. 

HSBC Markets, the lead 
manager, said the borrower 
wanted to lock-in debt at an 
attractive cost. Scottish 
Power also swapped a large 
part of its remaining bank 
debt from variable-rate to 
fixed-rate liabilities. 

This move was mainly 
motivated by two factors: 
the risk of a rise in Interest 
rates and the fact that 
long-term yield spreads over 
gilts are unusually low. 


Syndicate officials from 
other banks said the deal 
was "fairly priced”, but some 
pointed out that the use of a 
benchmark with a different 
maturity distorted the true 
value of the spread. 

The announced spread 
over gilts maturing In 2015 
was 63 basis points, which 
equated to around 58 basis 
points against gilts maturing 
in 2017. Bonds with such 
long maturities typically 
appeal to investors with 
long-dated liabilities, such as 
life insurance companies and 
pension funds. 

The bonds were awarded 
split ratings; Aa2 by Moody’s 
and A+ by Standard & 
Poor's. S&P said the acquisi- 
tions had "significantly 
affected Scottish Power’s 
debt service capacity and 
increased leverage”. 

Other deals in sterling 
included an issue of convert- 
ible bonds by Land Securi- 


ties. The lead manager. 
Schroders, said it met strong 
demand on the back of "a 
good equity story”. The deal 
was priced at the higher end 
of the announced range, 
with a coupon of 6 per cent 
and a conversion premium 
of 13 per cent 

Housing Association 
Funding, a special purpose 
vehicle created jointly by 
five bousing associations, 
launched a bond issue con- 
sisting of repackaged hous- 
ing loans. With help from a 
special structure - combin- 
ing over-collaterallsation 
and provisions against 
default - the bonds were 
rated triple-A by both 
Moody’s and S&P. 

Asflnag. the road operator 
backed by the Austrian gov- 
ernment, tapped the US dol- 
lar sector for the first time 
in five years. The tightness 
of the yield spread - 7 basis 
points over US Treasuries - 
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was justified by the rarity 
value and sovereign status 
of the issuer, according to 
lead manager BZW. 

In the Italian lira sector 
the International Finance 
Corporation replicated an 
innovative issue of struc- 
tured notes launched last 
week by the European 


Investment Bank. The bonds 
pay no yearly interest, but 
their redemption price is a 
function of the performance 
of the Italian stock 
exchange They also offer a 
minimum guaranteed yield 
in case equities perform 
poorly over file period. 

• Moody's announced a 


review of the credit ratings 
of De de France, which 
includes Paris, prompted by 
the failure of the region’s 
council to adopt a budget for 
the 1997 fiscal year. 

This review affects the 
equivalent of $9 60m of 
long-term debt, which is cur- 
rently rated Aaa. 


Trading subdued ahead of US economic data 


GOVERNMENT BONDS 


By Edward Lime and 
Richard Adams rn London 
and Lisa Bransten 
in New York 

A higher than expected rise 
in the German cost of living 
for January left European 
bond markets unfazed yes- 
terday. although UK gilt 
prices dipped in advance of a 
series of government bond 
auctions starting today. 

Traders said that both the 
European and US markets 
were awaiting direction from 
the US, where employment 
cost data are published 
today and fourth-quarter 
GDP figures are expected on 
Friday. 

Analysts said a series of 
European bond auctions this 
week were expected to keep 


markets subdued. Today’s 
£2.5bn 10-year gilt auction 
and the DMIObn German 10- 
year bund and Italian 30- 
year BTP auctions later, are 
expected to depress bond 
prices across most of 
Europe. 

“Next week’s FOMC [Fed- 
eral Open Market Commit- 
tee] meeting will be very 
important for Europe,” said 
Mr Crag Shute. fixed-income 
analyst at Bear Stearns in 
London. "Apart from that, 
the markets don’t really 
have a sense of direction at 
the moment." 

German bond futures were 
flat yesterday as markets 
digested the 0.4 per cent rise 
in the cost of living index to 
1.8 per cent in January. 
Traders said that the rise, 
which was mainly caused by 
higher energy prices from 


the December cold snap, was 
unlikely to alter the uncer- 
tain outlook on German 
interest rates. 

Ten-year German bunds 
closed 03 up at 101.17. March 
Italian BTP futures rose by 
0,14 to close at 131.57 on 
Liffe. 

Spanish bono futures 
dropped by 0.25 to close at 
113.43 after Mr Jose Folgado. 
Spain’s budget secretary, 
predicted that Spain’s 90 
basis point spread over 
bunds would remain the 
limit for the next six 
months. 

Analysts at Nikko Europe 
in London said the UK's 0.8 
per cent rise in GDP for the 
fourth quarter was in line 
with the expectations. 

"The report, in conjunc- 
tion with the flux of recent, 
weak economic data, now 


virtually rules out an Inter- 
est rate hike at the February 
5 monetary meeting," Nikko 
said. 

Mr Philip Shaw, chief 
economist at Union Discount 
in London, said the market 
was more concerned with 
this week's dual UK gilt 
auction. 

Today sees the sale of 
£L5bn of 725 per cent cou- 
pon stock maturing in 2007, 
while Thursday's auction is 
of £L5tm worth of 7 per cent 
2002 paper. 

Mr Shaw said the gilt mar- 
ket was "marking time” 
before this week’s important 
economic data from file US. 

On Liffe, the long gilt 
fhture contract for March 
settled at 110A, down % tram 
Friday, and traded within a 
narrow band. 

In the cash market, gilts 


underperformed bunds. The 
10-year benchmark gilt 
slipped & to end at 100&. Its 
yield rose to 7.49 per cent up 
three basis points, and its 
spread against bunds wid- 
ened by the same amount 

US Treasury prices slipped 
again in early trading yester- 
day amid growing nervous- 
ness about data on fourth- 
quarter wages and gross 
domestic product. 

For a second consecutive 
session, the yield on the 
benchmark 30-year Treasury 
bond moved above 6.9 per 
cent On Friday, the long 
bond yield hovered above 
that level for much of the 
session before finishing at 
6.89 per cent 

By early yesterday after- 
noon. the long bond was off 
& at 94$ to yield 6.907 per 
cent 


At the short end of the 
maturity spectrum, two-year 
notes were & lower at 99%, 
yielding 6.060 per cent The 
March 30-year bond slipped 
& to 109$. 

The market paid little 
attention to a drop in exist- 
ing home sales for December 
which was reported at mid- 
morning. Existing home 
sales dropped 3.5 per cent 
last mnyi tTi 

Instead, traders were 
focused on today’s release of 
the employment cost index, 
which is expected to have 
risen by about 0.8 per cent 

Some Wall Street econo- 
mists believe that if the fig- 
ure Is much stronger, It 
could prompt the Federal 
Reserve to raise interest 
rates at next month's meet- 
ing of its Open Market 
Committee. 


CAPITAL MARKETS DIGEST 


Panama to make 
eurobond debut 

Panama is to make its debut eurobond next month after 
having received its first sovereign cr edit ra ting from the 
jAwding us agencies last week. The offering - of np to 
$300zn, according to officials - fbfioTOffie country's 
decision to issue its first Brady bonds inJuly 1996 in 
exchange for $3.5bn of distressed commercial debLA 
Brady bond Is restructured debt collateralised by US 
Treasury bonds. 

This isn’t the best timing for a debut eurobond, 
because of worries about US interest rate increases, said. 
Mr Peter West, director of emerging markets research at 
WestMe rehant in London. “On the other hand, Panama s 
economy is viewed pretty fa.vourab3yriowadays and 
investors will like the novelty value. 

The issue, which win be lead-managed by Bank of - 
Boston, Is expected to be priced at between 225 and 275 
basis points over US Treasury securities. The 
Panamanian government starts a two-week road show, 
which will include the US and Europe, today in Seoul - 
Standard & Poor's, the US credit rating agency which 

assigned Panama a sovereign rating of BB+ (one notch 

below investment grade), said the country ha d ^ 
substantially improved its fundamentals and predicted . 
economic growth of 4-5 per cent for the next four years. 
However, a low domestic savings and investment rate and 
unemployment of 14 per cent would constrain higher , 

growth, it said. Panama’s PDI Brady bands responded 

wen to last week's credit rating, ti g hte n in g by 60 basis 
points to 230 baste points over US Treasuries. .. ... 

Moody’s Investors Service assigned P anam a a Bal 
rating (also one level below Investment grade) and a Baal 
sovereign ceiling for other issues. The agency stopped 
short of assigning a higher rating because of a lack of 

foreign exchange controls in file country. 

Edward Luce, London 

Onexknbank raises $50m 

Oneximbank, one of Russia's most powerful commercial 
banks, yesterday launched a three-year floating-rate bond, 
the first time a Russian company has issued unsecured ... 
medium-term debt in the international capital markets- - - 
The $50m private placement, priced at 300 basis points : - ■ 
over Libor, has been folly underwritten by Merrill Lynch, 
the US investment hank, which has been aggressively ' - 
touting for business in Russia. 

If successful, bankers predict that the issue could lead 
to a wave of issues from Russian banks desperate 
to raise new capital. Russian companies would appear to 
favour debt over equity issues because they do trot dilute 
corporate controL 

Mr Alexander Popov, head of treasury at Oneximbank, 
said fiie $5Gm bond was issued through its Dutch 
subsidiary and was likely to be followed by bigger 
o ffpHngg over the coining months. "We have worked out a - 
strategy for accessing international capital markets and 
there will be some other projects along the way," he said. 

John ThomMU, Moscow 
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Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 

(UFFET Lka 200 m IQOttis of 100 % 

Open Sett price Change Hjgfi Low Eat. vd Open hL 
Mar 131.71 131.57 40.12 131.90 131.53 28396 11083 * 
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Germany 

■ NOTIONAL GERMAN BUND FUTURES (UFFE)* DM 2 SO.OOO IQOtha ot 100 % 
Open Sen price Change Ffigh Low Est. vol Open Int. 
Mar 101.18 101.15 * 0.01 101.30 10127 99773 223900 

Jun 100-34 100-25 40.03 100.34 10022 167 2284 


UK GILTS PRICES 


US 

■ US TREASURY BONO FUTURES (C 8 T) S 100200 33 nds ot 100 % 

Open Latest Change High Low Est vol Open ht 

Mar 110-06 109-31 - 0-09 110-10 109-31 466.520 464264 
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Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 

BJFFE) VlOOm lOOths ot 100 % 

Open Close Change High Low Est vol Open kit 

Mar 126.71 - - 126.76 12622 1624 n/a 

Jun 725.31 - - 12521 12527 61 n/a 

' LFFE Fubns afco mood on APT At Over Merest fig- mv tor prow u m day. 
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Price kxUcns 
UK Gits 


Mon 


Day's 


Fri 


Accrued 


xd ad). 
Ytd 


UK Indii 

— Low coupon yield — - Medium coupon yield - — High coupon ytaid - 


1 

Lip 10 5 yearn (20) 

121 X 2 

- 0.02 

121 X 5 

2.78 

0.70 

5 yra 

7.14 

7.11 

687 

7.19 

7.17 

601 

722 721 

698 

2 

5-15 yrami (?U) 

14959 

-021 

14696 

2330 

1.09 

15 yra 

7.68 

7.03 


7.66 

7.81 

7.73 

730 7.48 

7.81 

a 

Over 15 years ( 7 } 

17638 

-643 

171.12 

437 

0.11 

20 yra 

7.75 

7.70 

7.80 

7.71 

731 

7.82 

7.51 7.48 

737 

4 

Irredeemables ( 8 ) 

1M2B 

-669 

19565 

631 

1.00 

tared.t 

7.79 

7.73 

737 






5 

Afl stacks ( 52 ) 

144.63 

- 0.19 

144.80 

3.00 

0.81 
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Jan 27 Jan 24 Yr. ago 

Jan Z 7 Jan 24 Yr. ago 



6 Up to 5 yeara (2) 

7 Over 5 years (1*5 

8 Al stocks ( 12 ) 

Avenge grass redemption ytefeto ere shown Mom. Coupon Sands: Lore: ON- TUN; MedHsrc SH-iowm; Hpr tin sd ore. T RM ytokL y« Yesr to das. 


20483 

626 

204.43 

183 

0.00 

Up to 5 yra 

616 

381 

2 X 6 

2 X 8 

2-50 

181 

184.88 

65 Q 

1 B 388 

1.17 

ijob 

Ow 5 yrs 

358 

3.62 

am? 

3.37 

3 X 1 

636 

19486 

0 X 7 

19694 

125 

087 








Ft Fixed Interest Indices 

ton 2 T Jan 24 Jen 23 Jan 22 Jan 21 Yr ago High- Low- 


Gift Edged Activity Indices 

Jen 2 * Jan 23 


Jen 22 Jan 21 Jen 20 


Govt Srecs. (UK) 94 m 9462 95.17 95^5 94.75 05.46 9634 9166 
Rxed Merest 117.70 117.93 118 U 0 11730 117.45 11 <L 27 11702 110.74 


GR Edged bargains 81.1 85.6 884 B 5 J 5 792 

6 -day avsraga 84.1 B 34 849 832 845 

O FTSE veenatate Ud 1897 . AM Vn reserved. • tor 1998 / 97 . fl o w nvn a w SscuriOos high stoce camptadon: 12740 | 09 «n/ 3 q, low 49.18 ID 3 /D 1 / 73 }. Rxsd Hrnst 
high stoce camputtoic 133 J 7 pi«U 94 . tow 8653 ( 03 ®U 7 H. Sssb lOtk Gorammsnt SsewMss 150008 ml Rxsd (merest 1926 SE aaM(y tafless rsbssed 1974 . 


FT/ISMA INTERNATIONAL BOND SERVICE 


UStad ae to total ktamtacral txnle fcr sttch there e ■) ada*aie teamdsy rate*. Utest prices W?rtO pm mi Jrawy 27 

bSMi EM Otar Chg Yield tawed Bid Oflsr Chg Yisid 


US. DGUAR STRMQHTS 
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.400 1054 
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-SOO 104 % 
1500 15 % 

1500 96 % 
. 500 97 % 

1000 95 % 


8 W 1 OaUntto 7 % 02 . 

atari &b 021 

Cnda 6%05 


Cheung Korg fin 5*2 98 , 

Chh* 9*2 01 

QeeB Fonder 9 >j 99 — 
Denmark 5 % 98 


.300 105 % 
1000 99 % 

Etet Japan Ratasy 6 % 0 < 600 S 7 % 

BB60e SOO 98% 

Bee dB France 9 98 200 103 


Bre* Jappn 8 02 . 
Export Dev Cop Bh 98 . 
BcawOtaWOO* 


500 106% 
. 150 1W% 
1800 60% 
1500 102 

1500 103% 


Fed Home Loon 7 % 89 - 
Federal NaS Mori 7^0 0 t 

Fort Motor Credk 6 % 96 1500 100 % 

(tawratMfcOIS 1000 25 % 

N France 5 % 96 650 98 % 

tote-Amer Oev 6 % 06 1000 95 % 


fetar-Airar De* 7 % 05 

Mi finance 5 % 99 

My 6 03 

«dy 6 % 23 . 


Jfltei Dev Bk 8 % 01 — 
Korea Bee Power 6 % CO. 
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Oster KorMbsA 9 % 01 . 

PDnugd 5%03 

Quebec Hycto 9 % 98 — 

Quebec Ftavoea 

SAS 10 B 9 . 


500 103% 
_ 500 98% 
. 2000 9^ 
.3500 93% 
. 500 105% 
. 1350 96% 
.1000 102 % 
.3000 102% 
.2000 104% 
- 200 100% 
1000 9*% 


150 10 *% 

200 1 «% 

.200 106 
150 104 % 
1500 100 % 
2000 99 % 
WOO 98 % 
2000 97 

TdtyoBec toser 6%83 1000 97 % 

Toyota Ifetor 5 % 99 1500 99 % 


9 * 79 % 98 
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Unflad Khgdom 8 % 01 . 
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553 
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2JB3 
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3 X 7 

357 Wcrld 8 ar* 999 MZS 
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-% 

7 X 3 

-500 

99 % 
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-h 
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-h 
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Ji 
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-% 
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■H 
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,150 
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112*2 


737- 
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10 B 

-h 

TJB 1 
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739 

0000 

W 5 % 

105 % 


489 

7000 

104 % 

104 % 

4 ^ 
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3000 
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U»% 
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toed 

BU 

Otter Cqn 


096 

302 

110 

2JJ7 

1.12 
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2X1 

Q 87 
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044 
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ArgertariacaobelHnOOi 
Badsmarica % 69 
Canada -% 99 

CCQEOOBEcu 

Canvnrert* OS Fn -% SB 750 

Oettt Ljorais 00 300 

Oreednor France ^,00 DM _ WOO 

Fed K* Mart -A 00 WOO 

Ftond-%99. 1500 


BS 089 . 


M EtarfcM % 99 , 

»ayi99_ 

Wy%B8Eai. 
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. 1500 


.15U 


.3000 109 
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68 C Araota 8 % 99 FI W 00 105 % 
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16 % 
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660 
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8973 . 
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Bn we 

8996 
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100 X 2 
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43125 
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9930 
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M 02 B ’ 
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10610 

10616 
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Gt*l IC^xaSe 7 % CO BB 
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604 03 % 84 % 4494 
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MteUBar* 2%03 
OodenB 02 . 


18 .T 2 ITS* HS%..-L* 
664 8 S% 90 % . 

22 87 %' 88 % -aac 
200 23325 78 78 

85 26677 94 05 % *8028 


.2000 


Closing nre^p p sg are shown at points pw Cl DO norrW v ri < 
id ctottng pncao. 


r BOMDSilhs MdH atoe wren 
RD 4 TMC MTE N 0 TE 9 E OanorelneM 1 
C<mHa aim eoeen 
CONUBTIteU BOMK 
Bnrtra ot to raarert eAscfee price el 

e The B reM Treee Ud. i». Fbreadrttton 


at ere ttdretoe; Samoa* reared l 

latore ite rewree tnttoSed Comon rewwn Is nrerer—n. 


Pwng0 4%m 500 585097 115% 118% OT. 

Smte Cdta2 02 750 130226 107 iM, *«fl 

Safari 7 % tc — 250 78 81 V 

fNW1%00- 40000 105B4 1tD%-WT%*T79 

a*ntomoBar*3%04 aoo 38089 91% 82% 

Sn ASonce 7% 08£ IS 39 123% 124% - *309 

Trem akrtfclW i > *5%09g -250 695 81 % 

Mma, Mto - pmrirere dreto prim... 

Mar acnteif re ptoe 


(to 

t 0 % enre r 


revttidUdCrvpMbiMeMirtdtoiigr 
vta tre bond over B» msel recre* ptoe or sw 9m% 

k* '•■to w In pan to ory tan not prentbea repeu rerim 


ata O^de poee^ew! ra, 

taore etMnanth «Ared reto (tthaMnareh Sfeemre i 


iretetaUSrefe-, 


In euieney crti 


ttorire 










>*&■■■ 







lest 


M 


^Jottsus .-> •* :f,^« 
? VwdH, ,r.;f-^?- : 




' *'•>••• - 1"" 

V*fp^;r*S. : . 






i*Z-Jr -• ~ “- i - 


V •'• 




ibises S 50 m 

r#«fiw: >. *..* • 

i*aff*A- j -i^vrrf? ■ 

fft" ►. ’ : . ; .,.’".'2 

rtWwnar;- 

{serv/V ■ ..v 

'Wwkrv-:::.-. ;V\w r* 


i ....... . ' 

k-frort L •..;.«'.ri 

*•* 

V. • .- :::-■. -*: r .: ?•; 


UK tab 


•H**** a*-': - “iy SSS?* 
4‘ -* «• S 


^^NCMJL TIMES TUESDAY JANUARY 28 1997 


27 


CURRENCIES AND MONEY 


Dollar firm ahead of key US labour costs data 


MARKETS REPORT 


By Graham Bowfey . 

The. doUai 'Stayed firm on 
Qie foreign exchanges yester- 
day as traders Wafted to see 

if the ciWrancy wonld monnt 
another challenge op Yisn. 

On . Friday the currency 
hriafly broke through Y12G 
to reach a 47-month high 
against the yen before it was 
talked back down by Japa- 
nese officials amid rumours 
that the Bank of Japan was 
selling the US cranxmcy. 

Speculation ‘mounted 
again yesterday that the dol- 
lar, would resume its upward 
surge soon. .Attention was 
focused- on the release today 
. of key US employment cost 
data - which, if strong, 
could give a green light to 
Mr Alan Greenspan, chair- 
man of the US Federal 
Reserve, to raise interest 
rates when the Fed meets 
next week. 

. Comments by Mr Eisuke 
Sakakibara, director-general 
of international finance at 


• the finance .ministry, that 
the weak yen was “objec- 
tively positive" for the Japa- 
nese economy, suggested the 
Japanese authorities might 
not block another move 
iSPwards.by the dollar. 

The US currency rose 
against the D-Mark despite 
stronger than expected Ger- 
man inflation date. The data 
suggested the Bundesbank 
might find it hard to reduce 
interest rates further. 

The pound recovered some 
Poise after its sharp tumble 
last week. Data showed UK 
GDP grew at the fastest rate 
for two years in the final 
quarter of last year. 

£u emerging markets, the 
Polish zloty eased slightly 
after the central bank inter- 
vened to weaken the cur- 
■ rency which has been app- 
reciating strongly. 
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The Bulgarian lev, which 
has been in freefall since last 
year, fell farther yesterday. 
Traders and investors are 
waiting to see whether the 
authorities will introduce a 
currency board in line with 
International Monetary 
Fund requests. 

The dollar closed against 
the yen In London at Y 119.35 
and against the D-Mark at 
DM1.6376. The pound fin- 
ished at $1.6235 and at 
DM2.6586. 

■ The dollar’s fate against 
the yen was again the main 
focus of attention yesterday. 

Mr Paul Meggy esi. at Deut- 
sche Morgan Grenfell in Lon- 
don, said he doubted the 
rumours that the Bank of 
Japan had intervened to sup- 
port the yea at Y120. 

“Mr Sakakibara's com- 
ments suggest that Japan 
has not reached the pain 
threshold yet so the dollar 
will continue to rise until 
there is a clear indication 
that enough is enough,” he 
said. 


FrcneMrahc- 


Agaket th&Q-Mark (FFr per DM} 
as?.— * 
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Mr Steve Hannah, at IBJ 
International in London, 
said: “The market is still dol- 
lar friendly, we are still see- 
ing a lot of demand for dol- 
lar paper.” 

Mr Saxuay Joshi, at Daiwa 
in London, said investors 
were “fighting shy" of tak- 
ing the dollar above Y120 
because of the belief that the 
Bank of Japan would inter- 
vene. But he said that the 
dollar would continue to 


appreciate in February and 
March. But he said the dol- 
lar would reverse its course 
towards the end of March as 
Japanese investors repatri- 
ated capital towards the end 
of the financial year. 

But Mr Kirlt Shah, at 
Sanwa international in Lon- 
don, said the dollar was 
likely to face strong resis- 
tance above Y120. “That 
level will be a significant 
marker, the dollar will strug- 
gle to make new hrgfrg above 
that, 1 ' he said. 

■ Mr Kay Haigh, senior 
economist at DMG in Lon- 
don, said a currency board 
was the key to restoring sta- 
bility to the Bulgarian lev, 
which has depreciated 
sharply since the beginning 
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of the year. “That win be a 
key condition if it is to 
receive assistance from the 
IMF," he said. 

As weU as the fate of the 
lev, another important fea- 
ture of trade in emerging 
market currencies at pres- 
ent, according to Mr David 
Simmonds, emerging market 
economist at Citib ank in 
London, is the renewed 
strength of the South Afri- 
can rand. “We have seen 
some recovery of the rand on 
the back of a better local 
bond market,” he said. 

Mr Simmonds said inves- 
tors, who were reluctant to 
come back into the market 
at the be ginnin g of this year 
after last year's turbulence, 
were now seeking access to 
the higher yields the South 
African market offered. 

He said this year many 
emerging markets, especially 
in central and eastern 
Europe, had been character- 
ised by appreciating curren- 
cies. “There is an appetite 
for accessing superior yields 
on the part of investors.” 
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- 6*8 

7*8 

- B 

7 - 

7ft 

7ft 

-7ft 


- 6ft 

6ft- 

■ft 

Yen 

*2 

-h 

15 

a 

I 7 . 

- JI 

ft 

-a 

a 

-ft 

*8- 

h 

Asian SSing 

* 

-1*2 

2i r r - 

2ft 

2\ 

-2h 

2% 

- ZiJ 

3 - 

■ft 

3<< - 

■ 3*a 


Start term ratal are ca 
■ THREE MOUTH 


I lor the US Debar and Yen. on*** two days' notice. 

I (MA~nF)Patas imettonh offered rate 



Open 

Sort price Change 

High 

Low 

Eat vol Open toL 

Mar 

96.72 

9571 

-0.02 

98.73 

98.70 

12882 

78475 

Jun 

96.74 

96.73 

-0.02 

96.76 

96.72 

4868 

49,522 

Sep 

88.70 

96.89 

-0.03 

96.72 

96.68 

3.179 

34489 

■ THREE MOUTH EUROMARK FUTURES (UFFE)" DMIm points ol 100% 


Open 

Sett price 

Change 

High 

Low 

EsL vol 

Open InL 

Mar 

9688 

8688 

- 

86.89 

8687 

1B386 

210335 

Jun 

98.85 

9684 

-0.01 

9686 

98.63 

21014 

183454 

S»p 

96.74 

95.74 

+0.01 

98.75 

96.72 

21273 

154305 

Dec 

9686 

8688 

+081 

8687 

9684 

14384 

156817 

■ ONE 

MONTH EUROHAHK FUTURES (UFF$* DM3m points of 1 00% 


Open 

Sott price Change 

High 

Low 

EsL vol 

Open tot 

Feb 

9687 

9687 

-081 

9887 

9687 

129 

12906 

Mar 

9688 

9687 

-081 

88-88 

96.66 

204 

13489 

Apr 

. 

9681 

. 

- 

- 

0 

767 

May 

- 

96.81 

- 

- 

- 

0 

3832 


■ THREE MONTH RUROLHtA FUTURES CUFFE)* LI 000m potota of 100% 



Open 

Sett price Change 

High 

LOW 

Eat. vol 

Open btt. 

Mar 

8381 

9387 

-081 

8381 

9386 

5147 

94049 

Jun 

03.88 

0382 

-0.04 

0388 

0380 

5785 

84413 

Sep 

94.19 

94.15 

-0.04 

9480 

94.13 

2441 

42323 

Dec 

9487 

9481 

-084 

94.37 

9489 

2424 

29571 


■ THREE MORTH EIRO SWISS HtAHC FUTWES (UFFQ SFrlm poMs of 100% 



Open 

Sett price Change 

High 

Low 

BsL vol Open InL 

Mar 

96.16 

98.16 

-0.02 

90.22 

96.16 

5151 

35541 

Jun 

98.12 

98.10 

-0-02 

96.15 

98.06 

2749 

20268 

Sep 

98.02 

9786 

-0.02 

98.02 

9787 

693 

10743 

Dec 

97.82 

97.78 

-0.02 

9782 

97.77 

196 

5640 


■ THREE MONTH EUROYEN FUTURES (UFFE) YlOOm points of 1009* 



Open 

Sett price Change 

High 

Low 

EsL vol 

Open bit. 

Mar 

- 

99.47 

- 

- 

0 

n/B 

Jun 

99.44 

39M 

+081 

99.44 

99.44 

300 

rVa 

Sep 

9985 

99.35 

+083 

99.35 

9985 

1726 

rVa 


■ THREE MONTH ECU IvniRES (LJFFE) Earltn points of 100% 



Open 

Sett price Change 

High 

Low 

EsL vol Open tot 

Mar 

9589 

9588 

- 

9680 

9587 

786 

10176 

Jim 

96.02 

96.01 

-081 

9683 

9680 

825 

6543 

Sep 

96.02 

9680 

-081 

96.02 

95.99 

143 

4049 

Dec 

9582 

9581 

-0.02 

9582 

95.90 

94 

4574 


■ LB=FE inuraa ate traded on APT 

■ EUROURA OPTIONS (UFFE) LI 000m pobrta of 100% 


Sj,^ CALLS PUTS — — — 

Price Mar Jun Sep Mar Jun Sep 

8325 0.16 0.66 142 0.14 0.09 0.12 

9350 0.07 0A7 082 080 0.15 0.17 

9375 0.03 0.30 0.63 081 023 023 

EaL «uL total 0*3 1445 Pula 1025. Rm+faue day's open lnt_ Cato 90016 Put# 07750 




CROSS RATES AND DERIVATIVES 


itmi- a ' •» 











EXCHANGE CROSS RATES 

Jan Z7 BFY DKr FFr 

DM 

K 

L 

R 

NKr 

Es 

Pts 

SKr 

SFr 

E 

CS 

$ 

Y 

Ecu 

Belgium 

(BFr) 100 

1880 

1686 

4852 

1850 

4724 

5449 

1983 

ASAJ 

4068 

2146 

4.190 

1825 

3885 

2964 

3538 

2802 

Denmark 

(DKr) 5484 

10 

6839 

2822 

1800 

2553 

2845 

1089 

2618 

220.6 

11.60 

2264 

0.966 

2.154 

1.602 

1918 

1852 

Ranee 

(FFr) 51.14 

1181 

10 

2867 

1.131 

2889 

3831 

11.76 

2968 

249.6 

13.12 

2862 

1.116 

2437 

1812 

216.1 

1830 

Germany 

(DM) 2081 

3813 

3871 

1 

0881 

973.7 

1.123 

3864 

9989 

B4.13 

4.423 

0863 

0876 

0821 

0811 

7285 

0816 

hetand . 

(E) 5484 

.1080 

8839 

2.622 

1 


2845 

1089 

2618 

2208 

1180 

2264 

0886 

2154 

1.602 

1918 

1862 

■toy 

« 2.117 

083Z 

0346 

0.103 

0039 

1 00 

0115 

0407 

1025 

O 540 

0454 

0-089 

0039 

0.084 

0863 

7A82 

0853 

Netherlands 

(FI) 1885 

3896 

3802 

0890 

0840 

6878 

1 

3830 

8885 

7482 

3838 

0.786 

0835 

0731 

0544. 

6487 

0459 

Norway 

(NKr) 5189 

9820 

8.504 

y,59g 

0862 

2456 

2.833 

10 

252.0 

2122 

11.18 

2178 

0949 

2872 

1841 

1838 

1801 

Portugal 

(Es) 20.63 

3818 

3875 

1801 

0882 

0748 

1.124 

3868 

100. 

8422 

4.428 

0884 

0877 

0822 

0611 

7283 

0516 

Speto 

(Pta) 24.50 

4833 

4.007 

1.1B9 

0453 

1157 

1835 

4.712 

1107' 

100. 

5257 

1826 

0447 

08 7B 

0726 

6689 

0613 


(SKi) 46.60 

B822 

7.622 

2881 

0862 

2202 

2838 

8863 

2258 

1902 

10 

1852 

0850 

1.857 

1881 

164.7 

1.186 

Switzerland 

(SFr) 2387 

AA10 

3804 

1.156 

0442 

1128 

1801 

4891 

115.7 

97.43 

5.122 

1 

0436 

0951 

0.707 

8488 

0897 

UK 

(E) 5480 

10.14 

8863 

2859 

1.014 

2589 

2.386 

1084 

265.6 

223.7 

11.76 

2296 

1 

Z1B4 

1.624 

133.7 

1871 

Canada 

(C3) 2589 

4.643 

4.104 

1817 

0464 

1186 

1867 

4826 

121.6 

1024 

5885 

1.051 

0458 

1 

0.744 

B8.69 

0828 

US- 

- (S) 33.74 

6844 - 

5819 

1837 

082A 

1594 

1830 

6400 

1638 

137.7 

7241 

1414 

0.816 

1845 

1 

1108 

0.644 

.hwian 

- (Y) 2889 

5835- 

4.627 

1873 

0.523 

1337 

1842 

M41 

137J- 

1158 

6071 

1.185 

0816 

1.128 

0838 

100. 

0708 

Ecu 

3987 

7.396 

6. 538 

1839 

0740 

1688 

2.178 

7.688 

193.7 

1632 

8878 

1.675 

0729 

1.593 

1.185 

1418 

1 


m vbMAmirurmBt cmm) dm i 25.00c par dm 


■ JAPANESE YEH FUTURES (IMM) Yen 128 perYarOOO 


Open 

UtfMt 

Change 

High 

Low 

Sri. vol Open ait 


Open 

0.6140 

05125 

-08031 

08129 

061 IB 

5*8,333' B0437 ’ 

Mar 

08451 

0.6165 

08160 

-0.0034 

06165 

08160 

294 * 5884 

Jun 

08551 

06236 

06236 

- 

06247 

08236 

2 2186 

Sep 

_ 


N SWISS FRAMC FUTURES (IMM) SFr 125.000 par SFr 


Latest Change High Low Eat. vet Open bn. 

08429 -04036 08443 08426 38867 71803 
08547 -04029 0.9555 08547 683 2.781 

08865 - 0.8712 08685 24 466 

QMM) EB2J500 parE 


0.7134 

0.7177 


07294 


0.7097 

17,269 

48897 

Mar 

1.6248 

18210 

-08052 

1.6214 

18198 

8,659 

33.118 

07188 

299 

2818 

Jui 

18150 

18190 

-08048 

18190 

1.6150 

28 

2860 

07269 

17 

1896 

Sep 

- 

18280 

- 

- 

- 

11 

1.038 


UK INTEREST RATES 


LONDON MONEY RATES 

Jen 27 Ow* 1 - 7 da >® 

rtrfrt nodee 


EMS EUROPEAN CURRENCY UNIT RATES 


One - 
month 


Three SU 

month? . nm'tftto. 


One 

r** 


&t-&2 6*8-5% 6i-6 ^p-BA'S-S SI'gJ 


6V 


SThus - - 5B-5B 6A-f 6ft -6A 

SStelhority d*ta. 5*fc-5i.5%-a «>• -■ Wb-*. 6A-6,; 6% 
DtocoufTt Market deps 5*8'- 5^ 6i-6 

UK dewing bar* baae 'landing raw 6 per cent from October 30, 1996 
Up to 1 .1-3 38 6-9 

month months months rwdrdna 


9-12 


Carts of Tax dap. ^ * . 

Certs of Tea dap. ^ 

I I«p»fed^r26. 1987 to Feb 25. 1807, BctameB7.^c. 


■ lawW ntB of dnQurf on Jan z*, 

Sto^ratolreP^»to+8a’“0*» o,,e31 ' 
- H»w »da Shoe frrXTT Jan 1. 1897 


1986. Scfwmae IV 6 V 0>19pa Ftoance 


,w^aW «THWrElltE»OWT»iiaa itUTO 

— change Sgh ^ EoL wi Open tot 

-r- -S «s -a ss ss ss-.ssr 

!SS ^15 93.11 5906 65996 

S S S rflri 913/ 82^ 8423 49670 

S IS SS ^ 1207 

«» traded on ATT. 44 Open Interest fifl*. « *or pnMoui day- 


■ euHWrytTRWJMaOiniOlW^fi^^ 


CALLS 

Jill 

aio 

084 

001 


Strike .. . r r 

Prico 

8350 0-17 

9375 0-M 


Sop 

ai2 

0.05 

042 


Mar 

044 

ais 

087 


100 % 

PUTS-* 

Jun 

024 

0.43 

085 


Sap 

0X8 

0.67 

aes 


Jen 27 

Ecu cerv 
rams 

Rate 

against Ecu 

Change 
on day 

% V-froro 

con. rate 

% spread 
v weakest 

ON. 

tod. 

hsiand 

0.738709 

0744379 

-0802097 

-680 

921 

46 

Tlulanrl 

nn*6Mv 

585424 

. 5.77483 

-0.03338 

-186 

3.19. 

9 

Porlirgal 

197898 

- 194884 

-0212 

-127 

3.10 

9 

Italy 

190648 

1899.01 

-4.14 

-080 

219 

3 

Spain 

163.826 

164839 

-0241 

0.13 

185 

-1 


216979 

219012 

+OLO0188 

004 

084 

-7 

Demraafc 

784555 

743320 

-00032 

1.19 

088 

-6 

Belgium 

39.7191 

40.1999 

+00279 

121 

057 

-a 

Austria 

13.5485 

13.7160 

+08081 

124 

054 

-9 

Qertnany 

182573 

184956 

+0.00112 

124 

054 

-12 

France 

645663 

687394 

+080102 

1.79 

080 

-15 

NON ERM M 
Greece 

®S39 

3P5 4pfl 

-0207 

346 

-182 


S 

1 
S j 

0733103 

saHwOeEwi 

0734101 
uaan Coontask 

-0.000602 
u. Cumndn a 

-744 

na In dnoandte 

087 

rebriwMimgi 

h. 


Bdmum panrttted metre da 
’ShaengarependbdtamSM A^umartt 

■ PMLABBLPHU SE E/S OPTIONS £31250 (cents per pound) 


Strike 

PHoa 

1870 

1880 

1890 


ft b 
026 
0.14 
086 


CALLS 

Mar 

6.73 

083 

088 


Apr 

1.13 

089 


Feb 

482' 

540 


PUTS 

Mar 

546 

586 


Apr 

542 


Ptateu* day*9 yd, Crtb 740 PUB T . Rte- de/s open ht, CBfc 2B819 Puo SMBS 

U PHILADELPHIA SE D-4AARK/$ OPTIOIIS DM62^00 [S pa DM) _ 


Strike 

Price 

0825 

0830 


Feb 

- CALLS - 
Mar 

Apr 

Feb 

- PUTS - 
Mar 

Apr 

024 

082 

076 

120 

189 

1-52 

014 

088 

0.58 

1.60 

1.73 

185 

one 

027 

044 

284 

2.13 

- 


PrevioiB day's voL, Cato SOD Putt 679 . Rm. dqTs open htL, CNs 3IL431Puta 20430 


■ T»BlgNOIIIHeUIIQPCHJ8H(fMM)yfmpottotof100% 


BASE LENDING NATES 


Adam* Company SM 
Med Irish Bank (GB) 640 
•HerayArpbarihet 640 
BenfcHBaiDda 640 
Banco Skw Vizcaya 600 
Barit dJ Cyprus 640 

Bank ctf Ireland 64° 

Bar* of tods 640 

Banket Scotland 640 

BaietayeBank 640 
Brit Bk of Md East 640 
•GhmnShiplBy&CoLto 640 
CttnnkNA 640 

Ctydscdale Bank 640 
TheCewpefaiiw E«*B-00 
Coutts&Co. 640 
OgtrusPopUaf Bar* 640 


% 

Puneam Lawtifl e 40 
S^BankUmaBd 740 
FtantaaGanBSTk 740 
•Robert Ftemtofl & Co640 
Ofabank 6-°° 

•Gtinnes! Mahon 640 
40 Zurich 640 
^tettomaBtek 640 
He&Ue 6 Gan to* Bk840 
•hr S amuel M 

aHoowaco 


64 

640 


lre«wSanfclW<Iti*40 
JuSonHU<»B B»k 640 

^^.teechfiScreMO 

UydoBank &JJ 

MidandBank JJJ 

NaWesWtoStor ft0 ° 


% 

#Ree Brothers 640 
Royal Bk of Soofhnd 640 
AStogw &ffladafUer640 
•Smith AVNnnan Sets 640 
ScortshYiridcree Bank too 
TS8 - 640 

Udlad Bar* of KUMiL 640 
Untfy Trust Bank Re 640 
VMdamTnot 640 
WNN9WVUMM 640 
YorieHre Bark 640 

• Members of Loreton 
Inwatmant Banking 
AnoeWsn 
• In I 



Open 

Latest 

Change 

Htfi 

Low 

Esl vol Open tot. 

Mar 

9487 

9486 

-081 

9487 

9485 

39,677 

399,106 

Jui 

04.17 

94.16 

-002 

04 .18 

94.16 

63,146 

367844 

Sap 

9988 

9387 

-002 

9988 

9386 

70128 

289816 


■ US TREASURY BEJL PVTUHB QMM) Slff par 100% 


9481 9480 


9480 


Mar 8480 9481 

Jun - 84.74 

Sep - 9482 

AM Open hureK Spa. are tor pravleue 
■ EURO— ABK OPTION S (UFFg) PMIm potott of 100% 

Strike 
Price 
9678 
9700 
STBS 


342 4859 

48 3213 

305 714 


Feb 

Mar 

CALLS - 
Apr 

Jun 

Feb 

Mar 

PUTS - 
• Apr 

014 

i)tf> 

0 

015 

0.03 

0 

0.13 

081 

0 

017 

006 

081 

0.01 

0.14 

087 

002 

015 

087 

084 

017 

041 


Jun 

086 

022 

0.42 


E* wl total C»» 27M Pte 20ft (%ls open W- Oato 4436M Puls 260128 

■ PWO SWISS F1UHC OPTIOW (UFFE) SFr im points of TQ3% 


SMka 

Price 

Mar 

- CALLS - 
Jun 

s«p 

Mar 

- PUTS - 
Jun 

Sep 


089 

017 

082 

018 

032 

049 

9850 

0.03 

008 

012 

037 

048 

084 


rant n Pure & ftevkiue da *9 rite MR 857S Puts 2835 



GNI 


All Futures, Options 
& Margined Forex 


24 

HRS 


Contact: James Allan 
Tel: om 337 3W9 
Fix: 0171 337 3997 


Weekly Petroleum Argus 

P -is Petroleum Argus 

CALL NCv. 1 :cr a FREE "RIAL to ir.is rs'.vsieltor |4-‘- 171 j 35S S702 


TtaST GUIDE TO WOBU) COKBENOES, pnbStocd to MtndVi 
Kor^epaiBd coeeiqgowIXD miadei, a eeer nelaUe by AdEot rite tbBeariag 
ixister &xn Ota JKyped or brectar of yttorfirznacltax. 6891 477 SOL 
Cbb «e ttaacri * 39ptotn cheap rate toi riOptana at d olber nmet. For wrelee 
nfenfcte OK p irate t drr h ne c +44 171 B73 4378 fcr rittrih oa CStyBac to rawin e tl 


The future’s right here 

YOUR ONE-CTOP BROKERAGE FOR TEE WORLD’S, 
FUTURES, OPTIONS AND FOREX MARKETS 


£22 


Riyotaaodhy ifcrSFA 


■w- e u rope 

Lmnco 

Linoco Eorope Ltd 


+ 44 ( 0 ) 171 382 9429 


FOREXIA FAX $ £ Dm ¥ 

AN s » REKULATED CO WtlH 12 YEARS EXPSUENCE OF FCWSOn EXCHU+GE FOnKASrielG 
DAILY FOR0GN EXCHANGE FORECASTS AND RECOMMENDATIONS 
Tel: +-44 181 948 8316 FAX: *44 1 Si 948 6469 

FOREXIA FAX - by usng handset on your fax machine dial *44 iBi 332 7426 


ff you would like to advertise, or require any 

further information, please contact 
Jeremy Nelson 

Tel: 0171873-3447 Fax: 0171-873-3062 


r 


“i 


/ 

/ CAN WE I 
PIN YOU DOWN! j 

MK: nerd in fdnl many mure S 
Macmillan Nukes la help the rate J 
Hullkn pcii'k Ihtnfc Mlh cancct 
Dkw help. ]un phi i.n ^wir dteque. | 

• W AFFE4L | 

X»at - -- — I 


Cheque Ifl'CBMF |F6)‘ £ 

Crafit md toned by ‘ 

PTmiii i 1 1 1 m~m[ 


Expiry daj 

ffigaann* 


Tra Cancer RcBcf MacmiDaB Fted I 
FREEPOST, LONDON SW33BR | 

^nslMcfMBdtailWeaiiui>W*r | 

pnfk nh ckb and tlvf aoOa. ] 

SeaLCtHMyKo 241017 j 


LEGAL 

NOTICES 


N0.U0I21 of 1997 

IN THE HIGH COURT OF JUSTICE 
CHANCQJY DIVISION 
CDMmNIES COCET 
IN THE MATTER OF HSBC JAMES 
CAPSL JAPAN UM1TED 

aad 

IN TOE MATTER OF THE 
COMPANIES ACT 1985 
NOTICE IS HEREBY pen that a Petitte 
and preaemed to Her Matey's High Cam 
of Justice. Chancery Division on 9th 
January 1997 Tor the ccnTitnution of the 
reductioa of share aivvg of the 

■bene named Company ty £6430800. 

AND NOTICE is fisher erven dal rite said 
PctMon is ibreacd ro be heard before dn 
Registrar of the Companies Coon at tbc 
Royal Cotin of Janice. Strand, London 
WC2A 2LL on Wednesday tbc 5lb day of 
Ficbniary 1997. 

Any creditor or shire holder of the said 
Company desbrng to oppwe dK making of 
an Order for tbc confimwiM of the said 
reduction of share pienmaa leoaim should 
appear ai die tone of tbe hearers ' n pwxm 
ot by Comuel fee ihai pupose. 

A copy of d* tald Pentian win be fumatal 
to any person mpririns dm tame by the 
ondememtoaed SoHcimra cm payment of 
the regulated charge fir die Hune- 
DATED the 2801 January 1W7 
CLIFFORD CHANCE 
200 AWerapalc Street 
London BCJAJJJ 
BefrKO 

Solid wca to ihc Compete 




Fed up with fishing 
for business isfernstiss? 



FT Oistsvery. 

Tbe isstaut way ts book the 
information yon need. 


Do yon waste time searching for the right information? There 
in a solution - FT Discovery. For company information, business 
news, real time news and much more. It couldn't be easier 
Simple to use. Online. At your desk At a fixed price. 

So if yon want to atop fishing, call the FT Discovery infor- 
mation line on +44(0) 171 825 8000, email: ftdi3covery0ft.com 
or fill in the coupon. 


FINANCIAL THIS 


HAMS 


->§.- 

Tea, I would like to atop fishing for business 
inforaraHon. Please have a representative g&IJ me 
to discuss ay requirements. 


COMPAKT 


posthoh 


pancoDE 


wnanon mmm 


hawse of wwwrra wjswbss 


neae fT ntcmarj Uptinttea bu no +44 (01 m 8ZG SMt or BMit (tAecrayMtcm 
or i««U* FT Dtemax Ftiuclal Tiiin 
iBlmaUaa, Fumy Booh, 13-11 Epwreih 
Sort, Lrmdan. EOA m. 


[FT Discovery 


IS 






r 


financial times 


TUESDAY JANUARY 28 1997 


COMMODITIES AND AGRICULTURE 


China signals return as ‘major corn producer’ 


Technical 


By James Harding In Shanghai 

China has signalled its return to 
corn exports after a three-year 
absence, announcing that it bad 
produced one-fifth of the world's 
com last year, and was once again 
a "major world com producer". 
The growing output marks a 
reversal from 1994. when depleted 
supplies prompted, the govern- 
ment to ban exports to. rebuild 
national stocks. 


China has not confirmed a 
resumption in com exports but 
the US department of agriculture 
has reported that 250,000 tonnes 
have apparently been sold in 
Asian markets recently. 

The first hill-year estimates for 
1996 show China increased pro- 
duction on 1995. when it produced 
111.98m tonnes of com, according 
to the Xinhua Daily Telegraph, 
the official newspaper. 

Traders forecast that a high 


1996 harvest and a full Chinese 
resumption of foreign sales could 
put pressure on prices of US com. 

One US analyst, citing down- 
ward pressure on Chicago Board 
of Trade com futures following 
rumours of China's return to the 
market, was quoted by Reuters as 
saying: "US exporters will have to 
price themselves lower. We will 
see a price war." 

Com traders said Chinese sales 
in Asia were likely to reach 


300,000 tonnes this month. The US 
department of agriculture has 
confirmed sales of 145.000 tonnes 
to the Philippines and smaller 
amounts to South Korea and Mal- 
aysia. 

There has been speculation in 
the markets that Chinese exports 
for 1997 could exceed lm tonnes, 
an estimate buoyed by indications 
from Japanese traders in China 
that they would be willing to buy 
com if the government resumes 


official approval of the trade. 

The government newspaper 
underlined the recovery in com 
production yesterday, but did not 
give an exact figure for output. 

Analysts in Shanghai say 1996 
production could reach llSm 
tonnes, but officials suggest it 
could be higher. Com covers 
about 20m hectares - about 15 per 
cent of arable land - and output is 
now about 7,500kg per hectare, 
the Xinhua Daily Telegraph said. 


The bulk of production is in the 
central provinces of Shandong, 
Jiangsu and Henan but some 27 
per cent comes from the northern 
regions around Jilin. 

• China plans to import about 

690.000 tonnes of sugar in 1997. the 
People's Daily Overseas Edition 
said yesterday, including some 

350.000 tonnes from Cuba. Domes- 
tic output in the 199W7 crushing 
season was estimated at about 
6.6m tonnes. 


Bright future 
seen for silver 


Pemex oils the path to independence 


By Kenneth Gooding, 

Mining Correspondent 

The use of silver in 
photography will increase by 
more than 7 per cent 
between 1995 and 2000, 
partly because of the suc- 
cessful launch of the 
Advanced Photo System, 
which combines man y of the 
advantages of conventional 
35mm photography with the 
benefits of digital cameras. 

This is the main conclu- 
sion of an independent study 
by Mr Peter Krause, vice- 
president of Imaging/Tech- 
nology Markets, a Florida 
consultancy. He suggests the 
photographic industry will 
use 234m troy ounces of sil- 
ver in 2000 compared with 
218m in 1995. ensuring that 
photography remains one of 
the "three pillars of 
demand” on which silver 
consumption depends. The 
others are jewellery and sil- 
verware. and industrial and 
decorative, each accounting 
for about 200m ounces of 
annual demand. 

However, because the pho- 
tographic Industry is the 
main collector of scrap sil- 
ver. Mr Krause also expects 
silver recovered by it to rise 
from 150m ounces in 1995 to 
165m in 2000. 

In his survey, distributed 
by the Washington based Sil- 
ver Institute, be predicts 
global camera sales will rise. 


.COMMODITIES PRICES 


leading to more film con- 
sumption. He also forecasts 
stronger demand for colour 
photographic paper because 
of a rise in the average size 
and number of prints per 
order, and increased demand 
for reprints. 

He suggests the use of 
35mm cameras worldwide 
will increase from 610m in 
1995 to 780m by 2000, while 
the number of single-use 
cameras may nearly double, 
from 160m to 250m. 

Mr Krause predicts that by 
2000 about 20 per cent of all 
amateur photographers will 
be using APS. launched a 
year ago by a consortium of 
Eastman Kokab, Fuji. 
Canon, Nikon and Minolta. 

He says that although 
APS, with its small film, 
uses less silver than 35mm 
film, APS will stimulate 
growth in amateur photo- 
graphy. 

Although much has been 
made of the challenge of dig- 
ital imaging to silver, the 
threat is modest in amateur 
pbotography because digital 
technology still has higher 
costs and inferior quality. 

Silver-based film will 
remain dominant in medical i 
radiography. Mr Krause sug- 
gests. The use of medical 
x-ray film will increase by 
about 3 per cent a year. I 
because the world’s popula- 
tion is increasing and get- 
ting older. 


P etrdleos Mexlcanos, 
Mexico's state oil 
monopoly, is stepping 
up its biggest investment 
drive for a decade and a half. 

Pemex plans to invest 
$6bn during 1997. almost 
twice as much as the $3.5bn 
it spent last year. It also 
hopes to gain the indepen- 
dence it needs to plan ahead 
without government inter- 
ference. The developments 
could reshape a company 
which is heartily disliked by 
many Mexicans but which 
indirectly provides 40 per 
cent of the government's 
revenues. 

Not since the oil boom of 
the late 1970s and early 1980s 
has Pemex placed such 
emphasis on increasing pro- 
duction. Mr Joan Manuel 
Romero, chief financial offi- 
cer, estimates that in 1996 
Pemex 's production of crude 
oil increased by an average 
> of 200.000 barrels a day, and 
that production will register 
a s imilar advance during the 
present year. 

"To increase by 200,000 
barrels a day is very signifi- 
cant" he says. "Some of the 
countries that call them- 
selves oil producers turn out 
less than that" 

Increases in the price of 
crude throughout 1996 
helped boost Pemex's 
income, relieving it of the 
need to secure external fin- 
ancing for much of its 
investment programme. 

However, Mr Romero says 
the price of crude would 
have to slip from the 1996 
average of $18*0 a barrel to 
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less than $14.50 before its 
plans were put In doubt. 

For 1997 as a whole, the 
company will have to obtain 
$2.8bn in new financing, 
although its net debt should 
only increase by $400m. 

The most significant 
investment will be in four 
large projects financed by a 
mixture of Export Credit 
Agency money, credits 
backed by assets, and com- 
mercial loans. 

Of these, the most impor- 
tant in terms of production 
is the expansion of the Can- 
tarell complex in the south- 




east of the country, the sixth 
biggest oil reserve in the 
world. Investment in Can tar- 
ell during 1997 alone should 
be $825m. during which time 
Pemex hopes to increase the 
site’s production by 150,000 
barrels a day. 

However, tbe largest 
investment will be in the 
upgrade of the Cadereyta 
refinery in northern Mexico. 
The plant, which currently 
turns out mainly fuel oil, 
will be refitted to increase 
capacity and produce lighter 
products, such as diesel. 

Investment in Cadereyta is 
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expected to be $l*bn in 1997 
and will be unique awnng 
the big projects, since funds 
will be raised by the consor- 
tium that builds the plant 
rather than by Pemex Itself. 
The concession is due to be 
granted in May this year. 

Tbe other two big projects 
are to lift tbe production of 
dry gas in northern Mexico - 
environmental rules in force 
from 1998 will impel a switch 
from fuel oil to natural gas - 
and to increase the extrac- 
tion of light crude in the 
seas off the south-east coast 
of the country. 


"In terms of investment, 
1997 is not the biggest year,” 
says Mr Romero. He esti- 
mates that investment in the 
four big projects will rise to 
$3bn next year and that total 
annual investment between 
1997 and 2000 will average 
$5bn, compared with $3bn in 
the recent past. However, 
production is unlikely to 
increase by as much as 
200,000 barrels every year. 

At present. Pemex's expen- 
ditures and revenues are set 
out by tbe government in its 
budget. Legal changes In 
1995 gave the company 
greater freedom to proceed 
with projects linked to spe- 
cific financing but it wants 
further autonomy. 

“We want to be like a nor- 
mal company, where it is tbe 
board of directors that is 
ultimately responsible for 
running tbe company," says 
Mr Romero. 

The petrochemical busi- 
ness was to have been priva- 
tised last year, but a political 1 
backlash forced a govern- 
ment retreat. Now only 
minority stakes in the petro- 
chemical complexes are up 
for sale. 

Pemex remains an emotive 
issue for many of the Mexi- 
can political elite, who see 
its formation in 1938 as a 
defining moment of national 
sovereignty. Increased 
investment in production is 
one thing. But any attempts 
to loosen ties between 
Pemex and the government 
may have limited success. 

Daniel Dombey 


on copper 
intensifies 


MARKETS REPORT 


By Kenneth Gooding 
and Robert Corzsie 

The technical squeeze in the 
London Metal Exchange's 
copper market became more 
severe yesterday. The bench- 
mark premium for copper 
for Immediate delivery com- 
pared with three-month 
metal increased to $315 u 
tonne, up from $282.50 at 
Friday's close. The cost of 
rolling forward a short posi- 
tion for only one day was 
$23.50 yesterday. 

Traders said the substan- 
tial premium was bound to 
attract more copper to the 
LME and suggested . the 
exchange would today 
report another increase in 
its stocks, perhaps of 8,000 
tonnes. On Friday . It 
reported stocks had risen by 
12,775 tonnes, taking .the 
total to 156,000 tonnes. 

Stocks are still low, how- 
ever, and is contribut- 
ing to the squeeze. Traders 
said it was also being 
caused by the fact that a US 
investment house had gone 
“short" of copper in Octo- 
ber, speculating that, the 
price would fall, and a lead- 
ing European merchant was 
taking advantage now the 
price was rising. 

Those betting on silver 
reaching $5 a troy ounce 
achieved their objective yes+ 
terday. On the London bul- 
lion market silver rose to 
$5.03, up 11 cents, or 2L2 per 
cent, from Friday. Stiver's 
rise resulted in a sympa- 
thetic upward move in .the 
gold price, which - was 
“fixed” in London yesterday 
afternoon at $353.60 a troy 
ounce, some $1.10 above Fri- 
day’s afternoon “fix". 

Crude oil prices were 
mainly flat The price of the 
benchmark Brent Blend for 
March delivery was quoted 
at $22.28 in late London 
trading, up two cents on its 
close on Friday. 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices bom Amalgamated Metal Trading) 


■ ALUMINIUM, 99.7 PURfTY (5 per tonra) 


Cash 

3 mills 

Ckrx 

1618.5-19.5 

1639-39.5 

Provitxti 

1614-15 

1635-36 

HighUcnv 


1641/1633 

AM Official 

1619-20 

1640-40.5 

herb c tow 


1640-41 

Open Int. 

247.406 


Total daily Hanover 

59.889 


■ ALUMINIUM ALLOTS per tonne) 

Close 

1528-33 

1535-36 

Previous 

1530-35 

1535-36 

rtgh/low 


1641/1635 

AM Orfida 

1530-33 

1535-40 

Kerb close 


1637-39 

Open ktl 

5036 


Total daty rumorer 

9.046 


■ LEAD S per tome) 


Ctase 

687.5-05 

696-7 

Previous 

669-90 

698-9 

High/low 

693.5/093 

704/635 

AM Official 

693-1 

702-3 

Kerb ctase 


695-6 

Open «L 

33.706 


Total aafly tamovw 

8.404 


■ NICKEL (S per tome) 


Close 

7180-90 

7280-90 

Previous 

7225-35 

7320-30 

High/lov* 


732077260 

AM Official 

7210-20 

7315-20 

Kerb ctose 


7290-300 

Open int. 

49.620 


Total dally turnover 

8.046 


B TIN (S per lorrwl 


Close 

5930-40 

5080-85 

Previous 

5970-80 

6020-25 

HighAow 

5945 

6020/5980 

AM Official 

59*0-45 

5995-96 

Kerb dose 


5980-85 

Open ml. 

15.143 


Total -lady turnover 

2.741 


■ ZINC, special high grade (S per tonne) 

Ctase 

1117.5-185 

1139-40 

Previous 

1113.5-140 

1133-34 

Higtvlovv 


1148/1136 

AM Official 

1123-23.5 

11*4.5-45 

Kerb close 


1138-39 

Open tm_ 

93.431 


Total daily turnover 

19.540 


■ COPPER grade A IS per tormei 

Close 

2558-63 

2253-54 

Previous 

2535-40 

2252-53 

High/low 

2573.2565 

2265/2245 

AM Official 

2572-74 

2260-62 

Kerb dcse 


2247-48 

Open ittl 

157006 


Total daily turnover 

56.682 


H LME AM Official E/S rate; 1.6215 

LME Closing E/S rate: 1.6230 



Precious Metals continued 

■ GOLD COMEX (100 Troy c C.: Sffipy or.) 

Sett Day's Open 

pika c ta nne nph to M M 


GRAINS AND OIL SEEDS SOFTS 

■ WHEAT UFFE [t pc tome) - ■ COCOAL 

Sett Day* Open Sen 


COCOA UFFE (E/tannel 


price change High Low Vri M 


price change Mgta Low Vnl tat 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME ftO.OOOtw: cenln/toe) 

Sen no y* opai 

Pika change Hgh LOW M tat 


Jan 

357.1 

+40 

- 

- 

- 

Her 

9300 

-100 

9405 

9X50 

115 

1851 

Mar 

895 

+8 

906 

886 3.196 35839 

Fdb 

64875+0025 

65050 

64075 5026 23003 

Feb 

357.3 

+30 

3578 

3538 36811 57093 

May 

9X60 

-LL90 

9605 

9X75 

in> 

2839 

May 

915 

+5 

926 

909 2824 2X143 

Apr 

66850+0925 

67000 

66.000 5.816 36.480 

Apr 

3592 

+4.1 

3S07 

354.9 13078 51.181 

Jcf 

97.50 

-085 

9X00 

9785 

6 

445 

Jri 

935 

+5 

943 

930 496 11061 

Jtei 

64025 +0700 

64450 

6X950 2.149 11164 

JUB 

3610 

*4.1 

3620 

3578 

667 21891 

Sep 

9105 

-005 

9105 

9105 

2 

17 

Skp 

955 

+5 

963 

952 320 1X746 

Ang 

64.100+0500 

64000 

61750 1815 14.813 

«og 

36X9 

+4.1 

3828 

3610 

91 X193 

Hot 

9305 

-005 

9300 

9X25 

31 

1.138 

Dae 

966 

+2 

974 

960 835 10.022 

Oct 

6X675+0.325 67000 

60575 767 8,164 

Oct 

3660 

+42 

364.7 

36X5 

138 2868 

Jan 

9505 

-ass 

- 

- 

- 

36 

Mir 

979 

+5 

986 

974 375 17.640 

Dec 

69350 +0875 

69000 

68.750 198 3046 

Total 





91,788195084 

Total 





324 

60Z7 

Total 




8008 12801 9 

Total 



15072100160 


■ PLATINUM NYMEX (SO Troy oz_; tftroy oz.) 

Jan 360 6 +2.0 361.5 360-0 6 4 

Apr 3640 +1.7 384.5 362.0 1,860 1X498 

Jri 366.6 +1.7 367.0 38X5 2 3216 

Oct 3682 +1.7 - - 244 2247 

Jen 371.2 +17 - - - 1.077 

Total 2,106 28242 

■ PALLADIUM NVMEX (IDO Troy p^S/troyczJ 

Mar 125.60 +4)25 128.40 125-00 62S 6,100 

Jen 127.10 +025 127.50 12700 11B 1*44 

Sep IZB2S +025 - 35 360 

Dec 12925 +025 - - - 18 

Total 748 4322 

■ SILVER CQ6EX (SJOO Troy Centa/troy ozj 


502-7 +7.1 5010 498.0 3 3 

502.8 +7.0 S 7 

504.7 *7.0 505.5 494 0 37.123 63*54 

5092 +7.0 5ia0 4990 1226 11426 

514.1 *72 515.0 504 0 268 8283 

519 0 *7.0 520 5 5145 7 3238 

33441 95272 


ENERGY 

■ CRUDE OIL NYMBC (1.000 bands. S/barref) 


latest DoTs 

pika donga Kgh Lob 

24.17 +012 242B 23.63 
2167 *0.14 23.73 23.18 
2322 +0.17 2322 22.75 
2275 *0.16 2275 2226 
22.15 -004 23.15 21.95 
2120 -003 2180 21.65 


Vol fad 
28.430 82.113 
11.602 38291 
2.494 22.115 
1.601 31.761 
473 15,752 
879 14266 
48218347,692 


Spat 1 6745 3 ante i 6317 6 mfc 16192 9 into 16164 
■ HIGH GRADE COPPER (COMEX) 

Sen Day's Open 

price Change Wgh Lew Vol tat 
Jon 11120 +020 112.40 11070 461 2.738 

Feb 10760 -055 10900 10740 SS 34)12 

Mar 105 90 -0 75 ID705 105 75 7005 24.755 

Apr 103.50 -075 104.70 10130 210 1217 

Hay 10240 -a £5 103 70 10230 985 6.120 

Jan 10130 -050 10230 10240 24 761 

8,756 64326 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices Supplied By MM Rothschild) 

GoWfTray ce) 5 price £ equtv SFr equtv 

Close 354 60-354 90 

Opening 353 00-353 30 

Morning fix 353 10 217.20 499-28 

Aftemocn for 353.60 217.53 500.34 

Day’s High 354 60-35430 

Day’s Low 35235-35325 

Frau icus dose 352.70-353.00 

Loco Ldn Mean Cold Landing Ratos (Vs USS) 

1 month 3.90 6 months 3.B6 

2 months 3.94 12 months 359 

3 months .. . 3.94 


■ CRUDE OK. I PE iS/bamal) 

Latest Day's Open 

price change High Low Vo) tat 
Mar 22.44 +0.18 2244 2200 15.453 66360 

Apr 22.01 *0.15 2251 21.62 4.689 29.931 

Kay 31.59 *0.13 3158 21.35 1.638 16396 

Jan 21.15 +0.04 21.15 20 68 356 17.638 

-tat 2080 +005 2080 2055 240 11.969 

Aog 2055 +010 2055 20.34 55 2599 

Total na oi 

■ HEATING OH. HUB (42JOO US gafa. DUS gafal 

Latest Days Open 

plica change Wgfa LOW Vol tat 

Feb 6755 +0.78 87.75 6530 17.744 27373 

■Bar 6650 +082 66 65 64.35 1104127567 

Apr 6395 *0 62 64.10 6200 3.162 13270 

May 61 15 +022 61.20 6020 865 6230 

Jua 59.55 *032 5955 5630 813 5.637 

Jul 5825 -038 5825 58.00 183 3.501 

Total 34088102016 

■ GAS OIL FE (Mam) 

S«J Wi Op m 

price change fflgti Leer Vri tat 


16650 -025 187.75 18525 
18450 -03 18435 1832S 
184 00 -0 25 183.75 18325 


■ NATURAL SAS HYWEt flOJOO mwfita.: SttmCau 

tries! Day's Open 

pika change Mgh Low Vol tat 

Feb 3 000*0176 3060 2.900 37.761 13210 

Mar 2.635 +007B 2.700 Z610 11,135 27,311 

Apr 3335 *0058 2-390 2.320 3.154 15597 

May 2.175 *0.050 2.210 2.130 919 12553 

Jun 2.165 +0 055 2.180 2.140 503 8013 

Jri 1145 *0033 2.180 2.145 502 8685 

Total 67.1401 5iJI7B 

■ UNLEADED GASOUNE 
NYWEK [42.000 US gais_ cAIS gafc) 


■ WHEAT CBT foQOObu max cente/EOfla taBhri) 

Bar 37150 -3 50 77000 37100 4,509 27208 

May 35600 -200 35800 35500 1232 10207 

Jri 34425 - 34500 342.50 2.786 24051 

Sap 347.00 +050 347-50 34500 28 1 1016 

Dec 357.00 +0.75 35800 35400 244 1288 

Jri 34200 - 34300 342.00 2 128 

TPM 9.132 64388 

B MAIZE CBT (5,000 bd mm: ceras/SBfe bushel) 

MV 27500 +2.2S 27050 Z71.75 21085123.376 
May 272.75 +200 27300 26925 7087 65.412 

Jrf 271.00 +125 271.50 26825 5079 62050 

Sep 28050 - 266-75 28500 1.104 0942 

Dec 26775 - 268.25 26025 2012 43.128 

Mar 27X50 *025 37350 271.75 126 2092 

TOM 38052 308080 

■ BARLEY UFFE (E par tanneft 

Mar 9250 -050 - 346 

May 9150 -050 - 163 

Sep 9000 -050 Z8 

Bo* 9200 -000 82.50 9200 15 256 

Jan 94.50 -000 - 

Total 15 783 

M SOYABEANS OT 15 JQOMmtocaitsTOiteart 

Mar 749.75 +225 751.00 743 00 22257 75.997 
May 750 50 +275 75100 744 00 5215 35.667 

M 75125 *2.75 75X00 74500 4013 32039 

Aug 74725 +3 75 747.75 74100 168 4034 

Sep 71600 +100 71700 71X00 216 1040 

Nov 692.00 +125 69X00 688 SO 1.932 15,112 

Total 3*038 163001 

B SOYABEAN OIL CBT (60JM0tt»: cents/to) 

Bar 24 36 +0.15 2407 24.15 4046 46053 

Hey 24.74 +016 2476 2454 1007 18026 

Jot 2507 +011 25 08 2191 1,561 14014 

Aug 25.18 +0.11 2518 2507 137 2.738 

Sep 2508 +014 2508 25.18 a Z679 

Oct 2&42 *0.07 2503 2505 20 711 

Total 7088 8X724 

B SOYABEAN MEAL CBT (100 tons: S/ton) 

Bar 2381 - 2390 236.1 80)2 39.125 

Bay 234.7 - 235.7 233 1 2254 20 747 

Jot 23X8 +0.4 2342 2321 3295 19.135 

tag 2308 *02 2310 229.9 205 3.119 

Sep 22*9 +03 2280 224 0 30 2.741 

Oct 2130 -a? 2140 2135 1 1.038 

Total 14258 B807B 


■ COCOA CSCE (10 tonnes; S/tormesi 

Mar 1324 +16 1326 1295 6078 25.130 

Hay 1357 +18 1358 1329 2,166 22089 

Jot 1383 +17 1385 1356 709 13.277 

Sep 1408 +15 1409 1383 126 8009 

Dec 1431 *18 1430 1415 117 3.143 

mt 1454 +20 1454 1433 353 12076 

Total 18074 81,108 

B COCOA PCCO) (SDffs/tame) 

Jan 24 Men Mae. day 

DMr — 99X62 97401 

■ COFFEE UFFE (Monne) 


Jan 

1514 

-31 

1505 

1470 325 1044 

tar 

1475 

-43 

1485 

1445 3.603 1X724 

May 

1474 

-41 

1480 

1437 3018 19.506 

Jel 

1470 

-45 

1478 

1441 808 5016 

Sep 

1460 

-43 

1465 

1437 278 2.160 

Mov 

Total 

1450 

-11 

1451 

1435 46 1.087 

8078 49081 


■ LEAN HOGS CME (lO.OtXHto.- centa/lbs) 

Feb 77.175+0225 77050 7X500 2036 0479 
Apr 77.000 +0825 77.200 76025 2,446 11078 

JM 81*00 +0 700 81400 80350 882 7,119 

Jal 79.000 +0.650 79050 78050 224 1.570 

All| 74 950+0450 7X000 74000 244 1.428 

Oct 67035+0025 68.000 67300 136 1353 

ToM 6058 33028 

B PORK BELLIES CME (40.000U»; cantsAte) 

Feb 80 550 -0.550 82300 79350 1079 3.7B6 

Mar 80500 -0600 82000 7X700 587 1 324 

Hay 80.775 -0100 82.300 80.000 516 2060 

Jri 80575 +0 575 80.650 79450 126 5l6 

Ang 76 700 +0200 78400 76000 23 427 

ToM 3,131 8,113 

LONDON TRADED OPTIONS 



COFFS -C’ CSCE f370OOIbs: cflnts/lbs) 

v 13X60 -030 139.40 13300 5069 24083 

*y 131.75 +015 13180 127.50 2042 9.711 

I 128 35 +0.70 130.10 124 00 762 4012 

V 12X25 -0 25 125 50 119 70 364 2.633 

K 11X15 -005 119 00 114 75 314 1.866 

W 11300 *0.40 11500 11100 143 479 

M 10002 4X237 

COFFEE (ICO) (US cants/potnQ 


Jaa 24 

Comp, aatfy . . 

15 day arrange ... . 


107 73 

9829 


WHITE SUGAR UFFE (S/lonnq) 

v 298.1 +20 HX1 295 5 2052 11.767 

■y 2962 *2W 29X0 2950 336 7.912 

9 29X5 +22 29X6 2901 111 2089 

I 2963 +2.5 296.6 295 1 77 1.854 

c 297 0 *1.7 238 0 294 3 24 617 

ir 299J +20 3000 2958 It 396 

taf 1221 25040 


Strike prion S tonra 

— Cab — 

— Puts — 

■ ALUMINIUM 
(99.7%) LME 

Mar 

Jun 

Mar 

Jun 

1550 

101 

120 

11 

36 

1650 

38 

65 

47 

79 

1750 

9 

31 

118 

143 

■ COPPER 
(Grade Aj LME 

Mcr 

Jun 

Mar 

Jun 

2150 

158 

141 

15 

82 

2250 

87 

93 

44 

132 

2350 

41 

56 

96 

195 

■ COFFEE UFFE 

Mar 

May 

Mar 

May 

1400 . 

74 

119 

49 

97 

1500.. .. 

49 

100 

74 

133 

1550 . 

35 

84 

110 

168 

■ COCOA UFFE 

Mar 

May 

Mar 

May 

875 

27 

52 

7 

12 

900 . 

13 

38 

18 

21 

925 

6 

24 

38 

34 

■ BRENT CRUDE 
IPE 

Feb 

Mar 

Fab 

Mar 

2150 



* 


2200 


- 

- 

26 

2250 


28 


57 


CROSSWORD 

No.9,285 Set by ALAUN 


sugab CSCE II isoootos. LONDON SPOT MARKETS 


Lew Vol tat 

H POTATOES UFFE fCflonne) 



6500 17.744 27073 

Mm- 

510 

_ 

_ 

_ 


_ 

64.35 11044 77067 

Apr 

570 

♦05 
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1045 

10.15 731 17021 
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-0015 
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10 47 

*0.1? 
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1007 248 6,347 
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+012 
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38 
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53 
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1430 

-6 
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2 
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Sflver Rx 

Spot 

3 months 
6 montta 
t year 
Gold Coins 
Krugerrand 
Made Leal 
New Sovereign 


p/troy oi 
301.75 
309.90 
31X15 

322.10 
S pneo 
353-355 


US cts equnr. 
494.10 
50005 
506.00 
519-65 
E aguiv. 
217-210 


Latest Day's 
price c ha n g e 
6X40 +0.65 
68.40 *0.48 
7000 +070 
69.30 +050 
67.15 -O 35 
6X40 -035 


Vol tat 

12012 18314 
7.718 2X838 
1017 13347 
936 7026 
810 5.430 
114 2.764 
34053 73043 


FUTURES DATA 

A3 Mures data suppBo dby CMS. 


There was unproved and more general 
demand this week reports the Tea Broken; 
Association. Landed brightest and crioury 
medium East Africans warn firm to 2 
pencefltg dearer, but brighter mediums las 
2-3 ptnee/kg. Ceytons were mainly dearer. 
Offshore. there was good dem an d at firm 
lo dearer rates. Quouttans: Landed Best 
avaiiabJ**: I52p/kg. Good: 122p/kg. Good 
meebunr ii4p/kg. Medium: I04pflkg. Low 
medheir SSpfltg nom. The highest price 
realised this week was I52p0ig lor a 
Burundi 


M COTTON NYCE (50,000 lbs; centaTbcJ 

Mar 7X26 +066 7X30 7430 9078 21089 

May 76 53 +D53 76 60 >5.75 X619 1X040 

Jri 77 55 +0 90 77 60 7X75 t.377 8.156 

Oct 77 50 +045 77 50 77 00 49 1 047 

Dec 77 44 +046 77.45 76.91 1.697 lt.758 

Mar 7830 +0 45 7B.20 77.95 21 713 

Trial 1X751 10085 

B ORANGE JUICE NYCE t150«ttn. cents/lbs) 
Her 3350 +10.00 9350 85 10 1.466 20393 
May 9140 +500 91.40 8800 611 6.555 

Jul 94.30 +500 94.30 91 60 260 2.000 

Sep 97.10 +5 DO 97.10 9100 347 1 098 

HO* 99.30 *500 99 00 95.75 55 381 

JM 100 75 * 5.00 - - XJ 175 

Tetri 2060 31019 


VOLUME DATA 

Open interest and Vobam data shown tar 
contracts traded on COMEX Nymex CBT. 
NYCE, CME. CSCE and IPE Crude 09 are 
one day In ameare. Volume & Open interest 
totals are tor ofl traded months. 
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Gas Oi 

Heavy Fuel OH 

Naphtha 
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Diesel 
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KM- 96 
S221-222 
$233-334 
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NATURAL GAS (Pcncertherm) 


INDICES 


H nealere (Base: 1B79/31 - 100) 

Jan 27 Jen 2M month ago year ago 
1956.7 1957.0 - 2161.7 
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Jan 2« Jen 23 month ago year ago 
241.11 24007 

M GSO Spot (Bose: 1970 * 100) 

Jon 24 Jan 23 month ago year ago 
207.48 207.00 234 82 188.13 
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U OTHER 

Gold [per troy 

$354.75 

*1.90 

Silver (per troy o^l 
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+2.60 
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+005 
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*000 
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14 64r 
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279.50 

-1.00 
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1O0.37p 

-202- 

Sheep (live weight) 

144.27 p 

+ 7.4T 
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74.02p 
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Lon. day augri (raw) 

$250.80 


Lon. day suqar Iwte) 

$298.00 


Barley (Eng. toed) 

Unq 


Maize (US No3 YoHow) 
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Wheat (US Dark North) 

Unq 
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70 25p 
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7605p 
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302.0* 

-1.5 

Coconut 08 (PhJ)§ 

780.0y 


Patn 04 (Maloy.lS 

STO.Oy 

+2.5 

Copra (Phi l)§ 

£505. Oy 


Soyabeans (US) 

203. Of 


Gotten OuHooL’A’ index 

80.55 


Wooflops (643 Super) 

415p 

-5 
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^ s how many 2 Do retain modifications to 

boles there are on the golf the vessel (9) 

I®** 1 *®®) 3 Arrive to find the list on 

9 ^ weed may need a brush display (4^) . - 

in <7Hrtuiin<r ,u„ e 5 See the point the agent is 

10 Showing the father went making (4) 

to SSL, 1 * i i unself ^ 6 Took advantage of and coo-. 

U 3 Un, “* to *> business with 

certain drink to unbibe (8) (g^j 

13 mrjnpv 11 comes to 7 ^ ^dency is to get right 
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29 24 0631 U P class WKUMU 

bverytftuig about It reveals (s) . 

gey re dangerous for ships 26 Say you won't recognise (4):- : 

30 ’niming, cry “it is a biid!" ; •. 
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LONDON STOCK EXCHANGE 


Sell programme weighs heavily on equities 


•FTSE All-Share lndex 

■2JJ7S- 
''jLSBD- 




Equity sbarestradoif 


Turnover by voS«»ftn®iin^ W&uj)Qc.- r ~ m - 
: intra^wrtwtbusiriotia^^ 


800- 


MARKET REPORT 


By Stave Thompson, 

UK Stock Market Editor 


London’s equity market fought 
gamely but unsuccessfully to 
resist the bearish infinpn«»s from 
across the Atlantic where Wall 
Street followed up last Friday's 
sell-off with another uncertain 
showing. 

The Dow Jones Industrial 
Average, which fell over 153 
points on Thursday and Friday, 
was down over 40 points shortly 
after the start of trading in New 
York yesterday but rallied to 
show a small gain ninety min- 
utes after London closed. 


Helped by a £230m counter bid 
for Newman Tonks and a series 
of bullish stories emerging in the 
pharmaceuticals and other sec- 
tors. the FTSE 100 index 
recouped an initial decline before 
slipping a gain in the afternoon 
and closing on a dull note. It set- 
tled 6.8 down at 4.212.0. 

Further pressure was brought 
to bear on the stock market with 
talk of a large-scale trading pro- 
gramme. executed late in the ses- 
sion by one of the big US brokers 
and weighted heavily on the sell 
side. 

Dealers said the full impact of 
the programme had not been felt 
in the market by the close and 
would probably cast a shadow 


over equities at the outset of 
trading this morning. 

The other FTSE indices also 
showed relatively minor changes, 
with the 250 ending -L9 down at 
4,593.1 and the Small Cap 0.5 
easier at 2,291.9. 

News that fourth quarter gross 
domestic product bad risen 08 
per cent, giving an annual 2.6 per 
cent rise, was seen as a calming 
influence during the morning, 
although gains from the news 
proved only fleeting. 

The rise in GDP was exactly in 
line with market expectations 
and seen by some as vindicating 
the decision by Mr Kenneth 
Clarke, the chancellor, not to 
increase UK interest rates after 


his last meeting with Mr Eddie 
George, the governor of the Bank 
of England. 

One casualty of yesterday's 
subdued trading session was the 
level of turnover in the market 
At the 6pm count turnover was 
685m shares. 

Dealers said activity in equities 
had fallen away sharply last 
week, when the value of cus- 
tomer. or retail, business fell 
below the £lbn mark for three 
out of the five trading days. Insti- 
tutions are said to be holding off 
from the market because of its 
increasing volatility. 

Drug stocks extended last 
week's strong gains, on a mixture 
of fundamentals and continued 


bid-merger speculation, which 
drove Zeneca and SmlthKline 
Beecham ahead. 

Glaxo Wellcome was lifted by 
positive news on one of its anti- 
Aids preparations. 

Oil exploration stocks attracted 
keen support amid speculation of 
further drilling success for Enter- 
prise Oil. the second best per- 
former in the Footsie last year. 

But the food retailers took 
another after one of 

the independent retail research 
houses forecast an extensive and 
mnrgln-ri amng in g price war. 

Marketmakers remained on red 
alert for further takeover stories 
but were also aware of the scope 
for a sell-off in global markets. 
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Inc&ces and ratios 


FTSE 100 4212.0 

FTSE 250 4593.1 

FTSE 350 2090 JJ 

FTSE Ali-Shsra 2063.71 

FTSE AH -Share yield 3.58 

-6.8 

-4.9 

-3.1 

-2.91 

3^8 

Beat performing sectors 

1 Bufldtng & Construction 

+1.5 

+0.9 


._.+05 

4 Oil Exploration 

5 Chemicals 

....+0.9 

—.+0.6 
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FT 30 2839.5 

FTSE Non-Fins p/e 1887 

FTSEIOOFut Mar 42158 

10 yr Gilt yield 782 

Long gftt/equity yld ratio' 2.10 


- 8.6 

18.69 

- 0.0 

7.49 

2.09 


Worst per fo r m ing sectors 


Tobacco — 

Retailers; Food 
Bectricity 


-SL2 

.- 1.0 


Engineering: Vehicles 
Insurance 


-1.4 

-1J2 

- 1.2 


Drilling 
lift for 


explorer 


By Peter John, Joel KIbazo 
and Lisa Wood 


Oil in the Gulf of Mexico 
continued to provide good 
news for the exploration and 
production groups. 

Enterprise Oil gained 9Vi 
to 633p on talk that the com- 
pany had made a discovery 
in a well in the shallow 
water of the Gulf. 

Enterprise is in closed sea- 
son at the moment but after 
the market closed Mr Greg 
Panagos of Pennzoil, Enter- 
prise's operating partner in 
the Gulf, confirmed the find. 

He said: “We have found 
crude oil and it looks like its 
commercial, it's an attrac- 
tive discovery on the surface 
but we haven't done a test 
on the well." 

One analyst estimated the 
find could be 15m barrels, 
which would be worth up to 
4p on the share price. 
Although unlikely to be very 
large, it is significant 
because it is the first discov- 
ery from the partnership 
since it was announced In 
September. So for. only four 
blocks have been explored 
and there are another 98 
blocks to be investigated 
during the three-year deal. 

There was also broker sup- 
port following an upbeat 
meeting on Friday between 
analysts and Mr Pierre Jun- 
gels, the company's new 
chief executive 


Meanwhile, British Bor- 
neo. the shooting star of the 
sub-sector, lifted 37 to 
1178’/*p ahead of a meeting 
with analysts tomorrow. 

Nervous trading in. 
Angio-US engineering group 
LncasVarity left the shares 
trailing 7*4 to 2Q5Vip, the 
worst performer in the FTSE 
100. after trade of 7m. 

Tbe group is to hold a con- 
ference call today to update 
analysts on progress with its 
restructuring programme 
but news on the dividend is 
expected to be at tbe top of 
analysts' questions. 

Last week, LucasVarity 
played down market worries 
that it is considering sus- 
pending dividend payments 
and rewarding investors 
through share buy-backs. 
The company said such 
rumours were “totally 
unsubstantiated" but dealers 
remain concerned and one 
said£ “I still t hink some- 
thing major is afoot" 

Dealers also remain con- 
cerned about reports sug- 
gesting the board is finalis- 
ing plans to change the 
name of the group. 

Yesterday. LucasVarity 
said it plans to sell French- 
based car parts subsidiary 
Sasic and to convert its 
Lucas Aerospace FMS 
defence aeronautics opera- 
tion into a subsidiary, with a 
view to selling it. However, 
talks on a sale have yet to 
begin. 

Food retailers were again 
among the worst performers 
in the FTSE 100 after being 
adversely affected by a 
report from Verdict, the mar- 
ket research organisation. 

It warned that a price war 
among the big supermarkets 


was more likely than it had 
been for 15 years. The last 
major price war was led by 
Tesco in 1977 in its "Check- 
out” campaign. 

The Verdict study exacer- 
bated market worries. Last 
Friday J Salisbury, the UK's 
second largest supermarket 
chain, issued a profits warn- 
ing. 

However, analysts played 
down the Verdict report. 
One said there was always a 
possibility’ of a price war but 
It was a crude weapon in 
modern retailing. There 
might be some further man- 
oeuvring on price but it 
would fall well short of a 
war. 

Salisbury's problems, he 
said, were less related to 
price and more to do with its 
stores lacking the service, 
quality of goods and ambi- 
ence of some of its competi- 
tors. Salnsbury, he said, has 
rested on its laurels for too 


long. Sainsbury fell 9 to 
332p. the lowest level since 
November 1991. 

Safeway softened 13% to 
37@p and Tesco. tbe biggest 
supermarket group by sales 
and market capitalisation, 
weakened 5 to 355p. 

Royal Bank of Scotland 
was the focus of a cautious 
view on the banking sector 
as Panmure Gordon slapped 
a sell recommendation on 
the shares. 

Mr David Poutney of Pan- 
mure believes the shares are 
over-rated in view of the 
interest rate trend in the US, 
where the bank generates a 
quarter of its profits. He said 
that the woes of Direct Line, 
Royal Bank's insurance arm. 
are not over and takeover 
talk, which has helped push 
the shares to a prospective 
price/earnings ratio of 12 
against a sector average of 
1L was not credible. RBoS 
eased 2% to 586%p. 


FT 30 INDEX 

.ten 27 Jan 24 Jan 23 Jan 22 Jan 21 Yr ago *Hfrfi 


•Low 


FT 30 2839.5 2843.1 2885.8 2842.5 2827.2 2768.4 28882 2668-8 

Old. div. yield 4.07 4.07 409 4.09 4.10 3.90 422 3.76 

P/E ratio net 17.46 17.46 17/42 17.42 17.36 16.67 17/40 15.60 

P/E ram n9 1721 17.31 1725 1725 17.19 16.46 1720 15.71 

FT 30 snce B B Bp — » w , ? itvtWDG; low 494 2808/40 Bose Oat: 1/7/35. 


FT 30 hourly changes 

Open 9.00 10-00 11.00 1200 1300 1*40 15JJ0 18410 


Wgh Low 


28388 2844 .3 2S40.fi 28382 2843.0 2839.8 28409 2839.7 2838.0 2847.5 28372 
Jan 27 Jan 24 Jan 23 Jan 22 Jan 21 Yr ago 


SEAQ bargains 43.323 46280 46,629 46.081 48223 33.972 

Equity turnover (Emit - 912.3 8922 1140.1 10332 14632 

Equity bar gainst - 20272 21.814 22,713 25.451 40213 

Shares traded (refjt - 812.9 4342 390.0 4152 993.6 

tExokxing ttira-m&iet and Crest busnass aid merenm unovar. 


Jan 27 Jan 24 Jan 23 Jan 22 Jan 21 Yr ago -High Tow 
FTSE AIM 10900 1095.4 1096.6 1089.7 1089.7 10532 11404 965.7 
O FTSE Insentaacrtf Limited 1B97. AM rights reserved. Tor 19BM7. 


■ London market data 
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I 52 Weak Mate and knral 

[ UFFE Equity options 

Total Rises 

614 

Total kfipis 

146 

Total contracts 

28.056 

Total Fate 

657 

Total Lows 

48 

Cate 

9.384 

Same 

1046 



Puis 

18.674 


Jan Z7 *Daia based on Equity shares listed on the London Share Service. 


Schlumberger 


SCHLUMBERGER 1996 RESULTS 


New York, January 13, 1997 - Schlumberger Limited reported that net 
in come for 1996 was S85I million and earnings per share were 53.47, 1956 
higher than the prior year. Operating revenue of S8.% billion represented 
an 13*S- increase over die previous year and a record level Tor tbe company. 
FOURTH QUARTER RESULTS 

Fourth quarter net income of $255 million and earnings per share of SI. 04. 
were 53*% and 51% higher, respectively, than in the fourth quarter of 1995- 
Openuing revenue of 5152 billion was 22% above the same period last 
year. 

Oilfield Services made substantial gams with a revenue increase of 32%. 
while rig coum rose 11%. These results were led by our ability ro provide 
leading-edge technologies to Ihe emerging deepwater markets along with 
introductions of cosl-elTective solutions which focus on extracting 
bypassed oil from older reservoirs. 

Measurement & Systems revalue grew 5%. as strong growth at Automatic 
Test Equipment. Electronic Transactions and Systems & Services more 
dian compensated for weaknesses at Electricity & Gas Metering. 

Chairman and Chief Executive Officer Euan Baird stated: “In the fourth 
quarter of 1996. growth in each of our Oilfield Services businesses 
continued to accelerate. Due lo the robust spending plans in exploration and 
production, which have already been announced by many of our clients, 
we are confident that our oilfield results will continue to strengthen in 
1997. During ibis period, conditions for Measurements & Systems should 
also improve, led by the growth of smart card technology and new product 
introductions from Automatic Test Equipment." 



The Korea Development Bank 

f EiuMahcd in the Republic of Kona under the 
Korea Development BanJc Act 1953 os amended) 


U.S. $200,000,000 

Floating Rate Notes doe 1997 


For the six month period 27th January, 1997 to 2Sth July. 1997 
die Notes will carry an interest rate of 5.81 25% per annum 
with a coupon amount of U.S. S2.938.54 per U.S. 5100,000 
Note, payable on 28ih July, 1997. 

Listed on the Luxembourg Stock Exchange 


Bankers Trust 
Company, Hoag Kong 


Agent Bank 




N.V. De Indonesische 

Overzeese Bank 


USS 125.000,000 
Floating Rate Notes 1997 


The notes will bear interest at 
6.26875% per annum forth* 
period 28 January 1997 to 
2S April 1997. {merest 
payable 28 Aprill997 will 
amount to USSlS67.l9per 
USSWO. 000 note. 


Agent: Morgan Guaranty 
Trust Company 


JPMorgan 


Advance Bank 
Australia Limited 


US$300. 000, 000 
Floating Rate Notes 2000 


The notes wilt bear interest 
at 5. 7125% per annum for 
the interest period from 
28 January 1997 to 28 April 
1997. Interest payable value 
28 April 1997 tail amount to 
USSHZS! per USSKKOm note. 


Agent: Morgan Guaranty 
Trust Company 


JPMorgan 
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38 DOVER STREET, LONDON W1X3RB M 
TEL- 0171 629 1133 FAX: 0171 495 0022 0M 
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CITY INDEX 


Mr Poutney also removed 
his buy recommendations 
from HSBC, which fell 4 to 
1442p in the ordinaries, and 
Barclays, which gained lY» 
to Ll45p- Meanwhile. Abbey 
National dropped 9 to 753p 
after negative press com- 
ment following the stock's 
recent strong gains. 

I Cl moved forward 14‘A to 
757Vip with dealers citing a 
bounce as concerns about a 
big takeover faded. The wor- 
ries were offset by a small 
German acquisition. 

Glaxo Wellcome was up 
8Vi at 957%p after the com- 
pany said over the weekend 
that early niinirai trials of 
some of its compounds 
showed favourable results in 
treating HIV. 

SmithKIine Beecham rose 
11V* to 875p following a press 
report suggesting a possible 
link between the UK phar- 
maceutical concern and 
Schering-Plough of the US. 

Xenova moved forward 25 
to 295p on news that it had 
entered into a research col- 
laboration with Bristol- 
Myers Squibb of the US. 

Shares in UK video and 
security equipment group 
Norbain lost nearly 25 per 
cent of their value after the 
company issued a profits 
warning. The shares dosed 
106% off at 332%p. 

The agreed bid for New- 
man Tonks from Inge rsoU - 
Rand, which trumped FKTs 
offer, saw Newman Tonks 
shares jump 29 to 180'Ap. 

House builders were 
among the best performers 
in the market, with Berkeley 
Group hardening 23*A to 
697V(P and Barratt Develop- 
ments rising 7 to 283p. 

Berkeley is one of Robert 
Fle min g Securities' dozen 
best buys for 1997. The bro- 
ker said recently that Berke- 
ley looked the best placed of 
the housebuilders to benefit 
from a strong housing recov- 
ery which would persist 
through the transitional 


period of the election. Its 
market niche and excellent 
manag ement, said Fleming, 
stood it in good stead, while 
Its land-buying ability gave 
it the competitive advantage 
to outperform its peers. 

Hay & Robertson, the 
maker of Manchester United 
pyjamas, among other 
things, where the shares 
have risen more than 200 per 
cent over the past 12 
months, scored another 11 to 
close at l5lVip. 

Bargain hunting was said 
to be behind the advance in 
BwiinMi initial. The shares 
ended the session 10 ahead 
at 452'^p, the best performer 
in the FTSE 100. 

Among property issues. 
Land Securities fell 18 to 
767%p after announcing 
plans for issuing £200m con- 
vertible bonds due in 2007. 
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28% 19 Am Bus Pnl 058 36 15 42 23% 22% 22% -% 
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53% 41% CSX 1.04 22 11 5677 47% 47% 47% -% 
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43% 26%Cd*msi 27 57S3 35 % 33% 33% -1% 

31% 22%CJlJrtC 0.40 17 9 5469 235* 23% ?3% +% 

19% 13%QBMaUi 018 0J) 2E0 17% <7% 17% *% 

35% 28% CEdSamps 1i» 14 16 298 32% 31% .31% «■% 
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\2%Aitiog 25 5111 27 28% 28% •% 

25% 18%Ahjb 1« 096 4.9 r 19% 19% 19% -% 
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20 12% Ansttr 21 419 16% 15% 15% -% 
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5% 3% Arnica 1104 4% 4% 4% +% 

24% 22Annai2lP 210 59 IS 23% 23% !3% 

75% 51% AnnsW 1£0 21 17 1047 69% 89% 69% *% 

56% 35% AmvB* 15 1975 55% 54% 55% •% 

9*4 4% Ann Op 18 5% 5% 5% -% 

25% 18% AIM) DM 0.76 IT 14 448 24 23% 23*2 •% 

36% 23% Amico OM 2J 11 2790 27% 27% 27% 

25% 11% ASiMCDfl 032 2.5 1945 13% 13% 13 *% 

46% 34% ASltod 1.10 25 19 1166 43% 42% 42% -% 

28% 20*2 AS* Coil 046 17 32 4S9u2B% 27% 27% +% 
16% 11% AsaPxF 050 19 299 13 13% 12% 
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50*4 15%CMSr>> a72 3 5 23 933 20% 29 20% *% 
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19% 18% C*a* Co 040 22 130 18% 18% 18% -% 
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28%18%C*Pk> 032 11 34 5091 27% 28% 37% *-% 
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17% 12% Cpsd 126 1 116 7.4 4Q5 I6?a 16% 17% 

34% 14% Gapsd Mga 226 98 11 493 23% 23% 23% 

65% 35Canmth 0.10 02 46 1360 62% 61 61% -% 

32*4 I9|< CartCo 049 1.6 18 335 3l% 31 31% 

32*2 20% Camfte* 170 23% 23% 23% -% 

.15% 23%CwntalA 044 U 1712EO 34% 33% 34% 
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42 31 % CpntrT 132 US 10 345 37 36% 36% -% 
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31 207 a A&noEn* 067 19 22 

28%15*8AdOS 016 06 45 

9% o% AusmaPO 013 14 

45% 35% AuOm 046 1.1 25 

37% 19% AuaZcw 19 

77% U% Arnica 0-S8 12 18 
10*2 5% AjttH* 

12% 5% Art* 

64% 38 Aim 060 1 0 1* 

81% 36% Awrfr 1.16 1 9 26 

17% 8% AfflaCars 050 46 

14% 6% Art* 

14% 6% Altar 


1190 48% 46% 17% -1*2 
1J37 3.4 1184539 33 38% 387, *% 

220 09 (100 332% 332% 327% 

8 Z 8% 8*2 8*2 

154 89 13 181 17% 17% 17% 

550 4] 13 3638 136% 133% 133% -3% 

a li % % -A 

067 19 22 270 23 2Z% 23 +% 

016 06 451 1BZ 28% 27% ZB 

OI3 14 ZSB 9% 9 9 -% 

048 1.1 Z5 60ZB 427 a 41% 42 ♦% 

197199 21% 21 21% 

048 1.8 18 299 26% 2S% 26% .% 

60 9% 3% 10% 

571 11% 11 11 -% 

060 1 0 14 2406 63% 62% 62% -% 

1.18 1 9 26 30*5 60% 59% 59% -% 

050 46 67 10% 10% 10% *% 

ZSZ0 6% H6% 7% 

730 0% 7", 7% -% 


42 31 % CpntrT I3Z 16 10 345 37 36% 36% •% 

18l0%CanoWW OIG 1J> 27 137 15% 15% 15% -% 

17% 13% Caddie N E X 0 96 59 19 39 18% 16% 18% •% 

a% 40Cas«Cp< 0J0 O* 12 72)9 53% a% 5Z% -1% 

8% 4% CxXi Am 005 08 15 36< 6% 8% 6% 

17% 11% Castfe&Oi 22 68 16% 15 16% 

81 54CaWrx 160 21 1011053 76% 75% 75% ^3 
37% 18% CO Cap 17 » 31% 31 Tl% 

39 33 CM* Mrs 250 58 11 90 37% 36% 37 +% 

11% 8% Cantnx 080 7.4 12 672 10% 10% 107, -*3 

39% Z5*« Cantra 020 05 13 519 39% 37% 38% -% 

31% 28%ftrtMtfSB«Zll 68 10 SC 31% 31% 31% -% 

Z9* 4 2S% Can Lai 154 58 IS 84 Vh 27% 27% -% 

16*4 10% Cato Urn a 090 82 8 537 11% 11 11 

47% 30%CmBHwjp 016 1J J2 174 48% 46% 48% -*2 

15% 12CertrVW 088 70 8 13 12% 12% 12% 

Z9rS%CmKW 1 74 69 112060 25%d23% Z5% •% 
35*2 28% Ccoaan T1 036 II 15 11* 3Z7 a 3Z% 32% *% 

54% 32% CoridB* 24 9180 38% 36% 37 -1 

26% 12fflnoErt* 16 1302 2fl 19% 19% *% 

51% 39Cta|*i 020 05 28 2345 43% 42% 42% -% 

16*2 10% Chapami 020 17 8 10 11% 11% 11% ■% 

8% 4% Clan H* 119 5% 5*4 5% -% 

95% 52% DOOM. 124 25 1721567 90 35% 30% -% 

S % Danse B 5307 % tf% % *% 

38% 1BQx*5v 30 2345 20 19 19% -% 

40% 34% i^wuea 108 5.8 13 MC 3S% 35% 35% ■% 

32%23%Cncapatai OH 27 15 160 30% a% 29% -I 


52% 3i% BCE 
8% 5% Baonco 
20*4 16*4 Bauer Foil 
40% 22% BataH 
28% 15*2 Baton Be 
32% 23% BdCp 
20% 15BUM 
29% JSBMKE 
47% 31% flncOw 
58% 36%BanmB1V 
13% 9% BCH 
14% U* 3 BCPADB 
44 JJ% BapMawafl 
SSTj 44*2 Bandog 
m% 58-V BanKAm 
37% 21% BtaMV 1 
24 15*2 B7M ADA 
51 45Ba*AnA 
95% B2% BanUAnB 
71% 41% SHtsSi 
85 76% 94X8459 
47% 41% Obcenfl 
90% 61 BATS » 

7*% -Dfetlp 
37% 25%BanJicm« 
67% 35 Games Grp 
J4% 27% Banflk 
32% 24% bMa 
16 10%car(iPC] 

11 % 6% 5aM 
44% 32% Excxti 
45.% 33 Baxter 

43% iff*; BarWita 
20 % 25% Ba? Sr to 
40% 15% ESN 
22% 19% Ed Trl83 
8% 7% BEAD** 
9% 8% BeaSIra* 
32% 17% Bear 3Bns 
44% 41 BearS F1A 


271ZB0 49 48% 

1 8 H 7% 7% 
70 17% 17% 
3613*68 37 36 

20 295 S 24% 
32 663 2E*b 25% 
30 175 79% 19% 
14 963 27 26% 

13I3KI *3% 43% 
18 33 58% 56% 
39 73 13% i;% 

10 14 13*2 13% 
13 455 43% 41% 

13 587 4C% 46% 
1410834 107% 104% 

14 5968 35% 35 

509 14%dl4% 
13 45% 48 

18 91% 91% 
17 3885 69% 67 % 
5 B0 79 
13 46 45% 

13 4060 84 % 83*2 

14 27 75 74% 

16 638 26% 26% 
14 107 64 7, 54% 
14 6624 43% 42% 
41 12879 27% 26 7 a 

11 255 10*2 dl0% 
7853 7% 

28 2037 33^iO?% 
20 4144 42% 42 

7501 23% 22% 
13 27% 26 ~i 
9® 24*4 23% 
31 19",i 19% 
1053 7% 7% 
SB 9% 9% 
7 2993 30% 30% 
2 44 44 


5% 4%Oxs*Fua 
Ai3e%C7Crft 
33% 20% enrcaaru 
36% 25% Cmr* 
56% XO^CIIUM 
158*2 10D% DgnaA 


29*4 18% CMIU 036 1£ 

2% 1% CmtpfcxO 
35% 27*2 CmW 1 80 52 

41% WpCtoac 208 57 

38% 25 Cvcnll D 01* 04 

44% 27% Cine Cs 
115% E2Ctep 210 19 

95% 8J% CTcpH2Ad 600 60 

HDL' 93% necPIjAd 700 71 

12% 10% CtnUdA 
12% 10% CL*n US B 
23% 12V O) VaO 036 16 

2-%' ?Ji£» 005 OJ 

3% T%twaa 012 09 


69*2 51 Own 2.16 33 2510449 66% 65*4 66*j +% 

27 20% ChJlcrdA 065 1 0 251 2Z*2 21% ?l% -% 

16 11% DauFilU 008 0.6 892 13% 13% 15% 

16% 11% DIO 020 1 5 37 5539 13% 13% 13% -% 

5% 4% Clock FuB 11 81 5% 5 5% 

4* 3S%CnCrfl 37S 41% 40*4 41% .% 

33% 20% QtoSMiu S3 2 31 31 31 •% 

35% 25% OrrH 1 60 4 6 612325 35% 33 35 -% 

56%40^Cm« 108 20 13 333C - 53% 52% U% -% 

15812100% Ggna? 220 22 10 Z5H 149% 147% 147% -2 

6*8 7% CgnaKij 061 97 799 3% 8% 2% 

45% 35%Cl«Oipin 248 65 18 39 38% 37% 32 

65% 31% GwiBeS* 080 1 3 W SM 63% 63% E% -% 

29*4 16% CMIU 038 1£ 7 SIT Z3 22% 23 -% 

?% I%faeptei0 4 492 1% ffl% 1% 

35% 27% Ciwigy 1 ED 52 IE 1571 3»% 34% 34% 

41% 34% C«OT 2J8 5 7 17 S3 36% 36*2 26% ♦% 

38% 35 Cratl D 01* 0.4 22 3500 34% 33% 34% •% 

44%27%CracCs 28 3OT 24% 33% M% -% 

115% E2D1W 2.10 19 1415303 ill 107% 103% -% 
96% 8Z%C1cpPI2M 6.00 65 1100 92% 93% S3 

MOL' B3% CtePijAd 700 71 ;!00 53 99 93 

12% 10% CtnUdA 15 2*37 11% 11% 11% -% 

12% 10% CL-n US B 15 615 "% 11% 11% •% 

23% IZVtoVaO G-i6 1C 15 1031 22% 22% 31% 

:•%’ 9J4CKE OlH 0J3; 97 3% 21% 2T% % 

T%twal 012 09 15 Zte5 14 13*4 12*4 -% 

18 12%i3aiPSiHm 008 06I3 4F7 13% 13% -% 

9% 7% Commie 6 061 10S HO 8 7% 7% 

B6 73%fl!w7 56 7EG 8 7 4 33 82% 87 

46% 36% OciOl 1 30 10 8 171 43% 43% *2% -% 

84% 72% CIrvtoB 140 BE 6 83 33 M 

«Z% lOOfnp 222 20 Z4 IEC0uH4%11)% 113% *1% 
5% :> CM. Troup OW 13 143 3% 3 2 •% 

11 lOCHAttwne 096 9 4 41 19% 10% 10% -% 


86 72% 00*7 56 7K 17 
46% 36% Oefji 1 a 10 
84% 73% Onto D 7 40 BE 
UZ% 70 Qrro 222 20 
5% 2^ CM. Croup OW 13 
11 UldAirame 096 94 


30*a 9.45 toerraun 020 1 0 I1 642 30% Z9% 70% -% 


B E OUR 
GUEST. 


K 11 % Wbiwi 

97% 63 7 S CdgPa > 1 88 ID ; 

10% 9%Cmomnl> 064 6 3 

8% 7%Ct£nHA 055 6.9 

7% 6%CdOUA 0 63 94 

7% 6%Ma* , !i 051 72 

66*4 41% Cc4to a 60 09 

42 31*4 CcIHCA OOB 02 : 

23% ib% cam i55 te : 

33 19% CasdEO oa 09 

3% *%Ccmcna 1.72 11 

30 9% Ceramic OM 43 



HOTEL 


When you Slav with as 

in LUXEMBOURG 

.-ujv in touch - 

» ilh >our complimenury copy of the 



FINANCIAL TIMES 


42%ffi%cea35n 79 231 42% «% «?% •% 

51% 347gCc£fl 040 08 17 2074 45% 43% «% 
art* 13 Coca C 050 09 412563 56"; 55 56*« J» 

56% 24 tofii 0 10 02 64 851 55% 55 55% ■% 

S% 13% Coeur Dale 0.15 09 1400 -.6% 16 H'-j **3 

33 31*tCo!p3 012 04 54 3317 33% 32% 32% -% 

ail%W*mai 411 14 13% 13% ■% 

97% e?T s CdgPa r 1 88 2.0 24 3423 «** 93% 93" -% 

10% 9%ColaiUlli 064 6 3 31 10% 10 10*: -*; 

S'a 7 %CCcthA a £5 6.9 59 E 7% T'j 

7% 6% CdcnlA 0 63 9 4 221 ?J- 7*a 7% 

7% iiacmma 051 72 129 uJ% 7% r% 

66*4 41% Cc4to aeo ns 2493 64% 64 64% ,% 

4Z3l%iilHCA 008 02 211531 3% 37% -% 

a 7 a 18*4 cam 158 68 7* 55 22% 23% 3% 

33 19% CacdEO 0£B 69 15 225 31% 31% 31% -% 

53% 36% Ccroena 1.72 11 15®J7 56% 55% 55*2 .% 

30 9%Ceranrln 0M 43 14 99 12'; 12% 12% •% 

33*j 24% Csira MS 052 1£ 9 IS ?£% 33% M% -*. 

2S*2 23Comms.lM 7 7 31 24% 247* 2*% 

a% 24cow«2n:i 100 sc 3 * »% a% 2= 

12% '% Coranun Pw 0 3S 16 S 1662 10 9% 9% -% 

87% 25% Comoso 1727577 M% 82% 23% *2% 

17% e^ji^xTTO 535 CIS** 17% 1*% -~ 

67- 31%CmtAss 013 02 5313077 44% 4s% 44<* .% 

K%64%CncSoa 25E734 72% E3% 83% -2% 

47% I&J4 Danjsi TOP Olri 02 J3 121 44% 43% 44% .% 

33 16% Ccasul 07E 10 34 2122 27% S% 2&% -% 

14% 4.’, Ccmastfl 346 13*. 12'; 12% -% 

54%37%CnAgro 1 09 22 52 3<5a 55% S*s S*e -% 

25'; 21 7g CnncaH M3 152 54 12 SI 74 23% 23% 

22% 1B%Coon£n* 1 32 6912 «2 22 % 21% 21% -% 
nj7% 63% q«xi m 1 b 2* nst. us% ics 7 , ns*a -% 

81% S4%COKS4£S* 4CS 50 ?10 71 * 70 

34% 2S% GbsEU 203 5 8 10 211) Z- 30% 23% »% 

30 63% COB Ed Pf 1 500 7 J 1? 63% S3 65% 

ZS% 14 06 to=rt 0*0 1£ 84 7419 H% 74% a% ♦% 

59% 41% CnSttGr 194 3 5 17 2274 SS% 55% 50*4 -% 

57% 43C0rf>» 1 a 35 12 3GS 49*4 42ig «% .% 

M i2j}ConSBW 553132 33% 32% 33% -% 

74% XCOCKO OS 04 18 3738 71% S)% 70% -2% 

61 50CP«r4.16 *16 72 SO !! 15 St 

99% BaCPiBr7lS 7 45 7 9 J100 93 93 94% 

99% 5ICBDP7H 7£8 90 2 97 9E 95% 

15% ii%CmHtts V. 7® ’*’( n *% 

10% 9%Caa«PI 124119 2il 9'? ?h &% 

I7h 8%toprCof 12 M? 17% 17% 17% -% 

44% 34% Cacti 1 n 3 1 15 221: 4; 42% 47% -% 

27% ISCcmrnn 07W !£ 15 2137 70% 23% -% 

17% ll%CcwkM D2n 14 12 T13 16% 16% 16% 

55% 35*2 Cried 188 3 9 13 389’ *9% «% *9% -% 

2Di« 2170 Cnxng D60 1 7 a 9169 35% M‘i 15% J; 

10% 16% Conor Tm 350ul9% 19% 1S% 

31% 19%OxHr6yCM 032 1.1 12 239 30% S% 29% -% 

28% I8%tor»rf>r 1 J4 46 ffl 74 Z7% 27 27 

16% 9% Cr*r S3 15% 15*; 15*j *% 

31% 2* Crone OH 17 15 25*4 3)% 39% 35 •% 


HOD in Stock 

24 14%Qmnf OM 2.7 17 5 21% 21% 21% -% 

37\ 2SAdrstFn 116 6.1 9 1582 35% 34% 35% -% 

15% S%&H$ 128 15 16 2488 15% 14% 15% *% 

4 1%CAILiqh 016 05 3 34 1% 1% 1% +% 

20% 13% Cnm®S*« 1722 18% 17% 18% A 

59% 40%CnwnCt4 180 18 383828 57% 56% 58% +% 
27% 18*4 CUCU 45 8534 26 25 25 -1 

78% 43% Cobra a 100 68% 87% 87% -1 

52% 34%CUnaEn 100 19 12 1014 52 51% 51% -% 

II 10% Carom to 092 8.1 12 17 11% 11% H% 

86% 49i;CrWt < in 14 15 10 &A 55*2 55% A 

14 10% CVM V16 Mil 12 13% 13% 13% *■% 

43% 21% CVSx 044 14 5099 43% 42 42% A 

18*2 9% CfMSni 204885 13% 12% 12% -% 

29% 19% CgpAlRXX (LBO 3.4 37 2391 TZ\ 22% 23% 4% 

41% 3% CjtB* 21 1038 40% 40 40% +% 


nn a cam 

■ a e in Mp im one 1 

050 17 17 5 71% 21% 21% 
118 6.1 9 1582 35% 34% 35% 
128 15 162488 15% 14% 15% 


41% SS% Bane 0.77 12 21 527 39% 38% 39 -% 

67% 59B0MI43P OO 66 5 67 66% 65 

71% 43%Bana( 108 3 H 14 1542 70% 63% 89 -1 

27% 3% BmttonA 038 1.4 18 57 »7 a jb% 26% 

% ABeneaetB 18 44 % % % 

33 24%BngBr 048 1J 14 1790 28% X 28 A 
3800023808 BflritHA X 134300 3390033900 -200 

1220 SIOBwMfl 32 11*5 1130 11* -7 

15% 8%Bsrr Pdr 040 16 X 199 15*4 15% 15% 

26% 9% BeflBuy 33 7B2 10% 10 10% 

a% 24% Banal 150 92 It 25% 25% 27% 

54% 48% Bem PI 500 05 32 50*2 49'a 52% 

15% 7% Be8« 34 1982 8% B% 8% 

61% 40% B&Dmi 1-50 2J9 28 2C0 59% 58% 58% -% 

13% 9% BwEn 3854 13% 12 13% *% 

Z)% )5%BktferV 90S 94 12 5C8 16 17% 17% -% 

22 14*2BkmxpSi 040 10 1090 20*2 20 20% *% 

44% 29BDeck 046 1 4 15 4284 3*% 34% 34% .% 


28% 22% Btock»n. 138 49 13 139 26% 2B 28 

S 8 BktocUUiri 063 7 2 63 B% 8% 8% +% 

5% BUutMnex 0.56 DO 1892 6% 6*4 6% -% 

9 B% BUotkTgl 1 057 66 B77 B% 8% 8% 


57% 43 Cotas 1 ® 35 

34 i2jj Con Sure 
74% X Caeca 025 04 
61 50CPwr4.16 416 72 

90% XO>w7lS 7 45 79 
99*j 51 Cod P7 66 7 68 SO 

15% 1 1 % On Ws 
10% 9% Ccm « PI 124129 
17% 8%toprCof 
44% 34% cacti 1 32 3 1 


26% 21%0PLHB* IX 53 14 1597 24% 24% 24% 

25% 17 Mai Sen 0.12 05 19 1065aZB% 25% 29% ^% 
35% 27% Dna* 1J10 10 10 2400 33 32% 32% ■% 

47% 29% Barter CdS 110 02 22 6*7 46% 45% 45% A 

16% 12% EUndf Q1B 12 18 2263 14% 14% 14% +% 

14 7% Darien 008 1.1 14 4416 7% d7% 7% -% 
10% 909001 27 2898 1 8% 17% 18% +% 

1% fttatvoM 0 309 1% I 1 

«0% 23 DartnH 084 13 18 6588 36% *% 35% A 

2% % D0t8 362 1 ij U 

31% S%Drito*DR 9 881 11 10*2 10% -% 

33% 21% Dean Focxe CL 78 14 3 1297 32% 31% 32% *% 

38% ZZaOeartlD* OSG 15 13 5393 37% 36% 37 A 

8% SEKMHOrx 0£0 72 517 B% 8% 8% 

47% 33Deerex 080 13 8687 43% *2% 42% +% 

23% 1B%MB*Li 154 75 11 383 1B% 10*2 19% 

87 68% ObAk 020 02 77 7950 BI % 79% 80% -% 

8 4%Da&Wd9d 147 7% 7% 7% -% 

39% 27 DAM 1.48 49 X 1383 31% 30% 30% -% 

31% 21*2 Dtp Of 050 1 6 14 148 31 30% 30% -% 

33% 23% Darter CTD 058 19 15 410 31% 30% 30% -% 


87 68% ObAk 020 01 77 7BS0 BI % 79% 
8 4%Da&WM 147 7*2 7% 

39% 27 DAM 1.48 49 X 1383 31% 30% 

31% 21*2 Dtp Of 050 1 6 14 148 31 30% 

33% 23% Darter era 058 19 15 410 31% 30% 

42% 25DtagPlDft 048 1.7 16 X 2fl% 28% 


73*4 62% DtmOrEr 
114 11% Dim Cap 
65 33%»eMd 
78% 28%DHH£ 

41% 27% MUX 
24% I6«nn4 
77% 53% Mam? 1 
43% X% Defefd 
44% 36% Donfleaf 


9% 6% Doartar toe OX 17 5 X 
34% 24 DOOMS* 038 1.1 IB 57 


X% 29% Dandy 076 IS 

55% 38% DOW 058 1.4 

93% 88% DoirQ x 350 35 

41% 31% OdhJrs 096 16 

22% 13*2 DwraiHn OX 15 

31*2 25*4 DOE 158 45 

15% 11% Drao 

38*4 23% Dresri 058 10 

TO 8% Drtos Fd 5 x OX 65 

9% 8% DrteSGx 0.75 SJ 


9% 9% 9% 
31% 31% 31% 


076 15 3143 30% 30% X% -% 

068 1.4 14 2833 50% 49% 49% -% 

360 35 11 3895 79% 79 79% 

066 16 IB 7TW 38% 35% 36% •% 

OX 15 X 785 21% 21 21% -% 

168 45 12 252 28% 29% 28% 

18 588 13% 12% 12% -% 

058 10 23 283 33% 33*4 33% -*2 

OX 85 307 alO 9% 9% -% 

0.75 85 258 9% 9 9 -% 


37% 27%mtEHff 266 65 15 2672 32% 31% 31% 
78 S5DuPaH45x 450 02 Z100 71% 71% 72 


24% 9% Duamnun 
53 43%DuWta 112 45 

40% 28%Di*aFBy 254 12 

2S% 20% DuaBrfl 088 35 

112% 69% Wan 128 12 

30% 24% Dmjt.4.1 255 75 

28 23DuasBBa.75 158 7.1 

29 24%DoeaW00 200 85 


31% XDeql.45 
17% 11% W* 
29*4 22% Durante 


16 241 21% 21% 21% 

112 45 UmiB 47% 47% 47% 

254 5^ 23 578 X% 38% X 

088 35 6237 25% 24% 24% 

228 12 1824451 103% 101% 100*2 

255 75 2100 28% 28% 27% 

158 7.1 1 25*; 26% 26% 

200 B5 6 S% ffi 25 


110 7.4 3 u31% 31% 28% 

16 253 13 12% 12% 

020 07 11 44 27% 27% 27% 


II 8*4 EataO X 111 7% 6% 6% A 

25% 18% EG8G1 056 17 17 2036 ?T*4 7V% 20% A 
3% auEAMa 2010 3% 3% 3*2 4% 

53% 29%E*Oipns 520 0.4 22 1780 50% 49 49 4-1% 

24% 14% EaslUBs 156 85 11 348 19% 19% 19% +% 

<0% 30*2 EEnp 150 4 7 10 827 34% 33% 33% A 

78*4 50% ExdCh 1.76 12 11 23R 54% 54 54 % 4% 

89% 85*a Btattak 1.78 11 X 5883 86% B5% 85% A 

73% 50% Eat* 150 13 15 1350 7D% 70 70% A 

38% 29% Edtti DU 19 12 1800 30% 29% 30*4 4% 

39% 29% Ecottf 064 1.7 22 2196 37% 36% 37% +% 

3% ^EftaiBra 381 2% 1% 2 A 

21% 15EdsMx IX 45 1210581 71% 20% 20% A 

15 22% Edwards 064 25 10 1048 33% 32% 32% A 

6% 3% Boo Group E3) 4 3% 4 

38% 23Eta1 ADR 3993 37% X% 37% *% 

25*2 16*2 Bcu Cora x 02S U 17 57 21% 20% 21% *h 

63% 40% HB 050 15 51 4701 46% 45% 45% A 

49%33%B!Aip* 094 10 24 1905 46% 45% 4t% A 

K 8%Ua 13 X 0 HO 23% 

15% 5%B*H 13 408 8% 8% 8% 

19% 15% EMC Carp X 8756 36% 35% X *1% 

8% 7 Enng finny QJE 02 141 8 7% 8 

103% 77% Ease 116 12 21 2839 987, 96 97% +1% 

7% GEOIHD4.75 047 72 1 7 7 6% 

19*2 17*« EapM Os 128 72 15 142 18*4 17% 177, 

16% 10% EnsrasICA 010 07 18 920 15% 15% 15% 

761; 51% EntenADH j 1.11 1.7 13 1674 67% 67 67% -2% 

31*4 ZliiEflsgenCO IX 40 15 83 30*2 30*4 30*4 

83% 23Enjy\Mre 43 1201 56*2 54% 55% -1% 

26% 17% EntfM 0X 19 X99420% 20 20 A 

12*2 9% BMC BuSl « 052 5.7 11 229 11 10% 10% -% 

24% 2D%EAM 156 79 IT 399 22% 22% 22% A 

47*2 34% Enron 090 22 1721912 42% 41% 41% -1 

30% 22%ErronO0Gjr 012 05 X 3875 23% 23% 23*2 A 

5B XEnscaK 39 5062 51 * 2 40% 49% A 

103 92E8ScMUPE* 790 7.1 2100 99 99 98% 

24% 14% EnsnJi OX 09 1718 X% 22% 23% *% 

30% 24% Entgrf 180 67 1511X1 27% 29% 28% A 

1% 1% EU toady 4 1% 1% 1% 

34*2 17% EqrtB OX 1.1 » 3X3 31% X% 29% -1% 

28% 21% EqudCDs OX 07 13 2010 27% 27% 27% A 

31% 25% Equttto 1 18 35 1181 31% 3T% 31% 

53*2 32BadA 034 0 7 41 1430 51% 50*4 50% -% 

X 18% Estadne 9 195 24% 24% 24% *% 

13 8% Bryl 050 53 11 3T17 9 B% 8*2 A 

17% 12% EoopeFd 1.06 03 172 16% 16% 16% 

16*2 ISEncdsor 1 152 93 B 15*2 13*2 *5*Z 

41%XB0Ertif 1.00 14 7 J7B 41 40% 40% *% 

107 77% Emu 316 31 1 723467 103% 100% 103*2 *2% 


3*3 2% FAJhsr 006 24 21 20 2% 2% 2% 

Ifi 13% FT Deal* 1.12 7* 40 14% 14% ]4% 

17 9% FabOAmA 13 57 15% 15% 15*j *% 

41% 27% FarUae 0B4 13 1429513 377, J6% 37 -7, 

8% 5%R*S!00 15 18 7 6% 7 *% 

9 3% Farad Inc 12 1588 8*4 7% 8% -A 

X% 10,'t Frt Hm in 635 12 17 9301 23% 28% 28% 


I 23% 20% Fa my 1£3 8 0 X 527 28*j 27% X .% 

■a 7*s 5*2 Fedtbs 0X8 13 9 95 8*4 G*; 6% -% 

■% 33% FB«Up 17 2390 48*4 46*4 46% -H; 

24% 16% FoJUp 048 21 2366 X% Z2% C% A 
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WORLD STOCK MARKETS 


Dow weak 

ahead of 
wages data 


AMERICAS 


US shares were Hat to 
modestly lower at mldses- 
sIoq as Investors awaited 
data on fourth quarter wages 
and gross domestic product 
due today and Friday, writes 
Lisa Bransten in New York. 

At 1pm. the Dow Jones 
Industrial Average was off 
10.77 at 6.685.71 while the 
Standard & Poor’s 500 fell by 
0.45 to 770.1 L 

Activity was subdued in 
comparison to last week's 
extremely busy sessions. By 
l pm, 243m shares had 
chang ed hands. 

Technology shares were 
also modestly weaker with 
the Nasdaq composite losing 
3.19 at 1,360.64 and the 
Pacific Stock Exchange tech- 
nology index off 0-2 per cent 

Until recently, most Wall 
Street economists held that 
the Federal Reserve was 
unlikely to raise interest 
rates at next month's meet- 
ing of its Open Market Com- 
mittee. But some new data 
showing signs of strength in 
the economy has led to 
Increased worries about a 
rate rise. 

Some economists believe 
that a rise of more than 1 
per cent In the fourth quar- 
ter employment cost index, 
to be released today, could 
prompt the Fed to tighten 
monetary policy. 

Still, the equity market 
held fairly stable even as the 
yield on the benchmark 30- 


Santiago loses 1.4% 


SANTIAGO moved lower as 
hopes for Interest rate cuts 
ran out of momentum. 

“The market's diary date 
for a rate cut was the first 
quarter of this year. But 
moat observers are now 
looking ahead to the second 
quarter," said one leading 
broker. 

At midsession, the IPSA 
index was off 156 or 1.4 per 
ce nt at 106-80. 

MEXICO CITY was mixed 
in early trade with an up 
blip for money market rates 
keeping a tight rein on senti- 


ment At midsession, the IPC 
Index had dipped 12.19 to 
3.668.37. 

Ceramic, the big retailer, 
headed the list of fallers, 
slipping 20 centavos to 12.00 
pesos on what dealers 
described as aggressive 
profit-taking after recent 
gains. 

SAO PAULO clawed back 
some of Friday 1 s heavy 
losses in spite of subdued 
morning trading. 

At midsession the Bovespa 
Index had edged hack up to 
77,380, a 282 improvement 
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US influences keep tight rein on bourses 





year Treasury crept above 
6.9 per cent 

In Individual shares, Mea- 
surex Jumped $10% or 42 per 
cent to $34’/> on news that 
Honeywell had agreed to buy 
the company for about $35 
per share. Shares in Hone- 
ywell slipped $% to $69%. 

General Motors, which bad 
risen more than 12 per cent 
since the end of December, 
slipped $2% or 4 per cent to 
$60% after the automobile 
manufacturer announced a 
widely anticipated dividend 
increase and share buyback 
programme. GM's board 
voted to raise the quarterly 
dividend to 50 cents from 40 
cents and repurchase $2.5bn 
worth of shares. 

Mobil Oil gained $1% at 
$130% after the company 
reported fourth quarter oper- 
ating income of $2.20 per 
share, 23 cents ahead of the 
mean forecast from analysts. 

Meanwhile, Merrill Lynch 
lost $1% at $83 in spite of 
reporting fourth quarter 
tur nin g s of $2.97 per share, 
31 cents above expectations. 

TORONTO edged higher in 
spite of the early weakness 
on Wall Street Conglomer- 
ates continued to supply 
most of the upward drive, 
and at the noon calculation 
the 300 composite index was 
up 323 at 6,036.81. 

The conglomerates sector 
rose 15 per cent with Cana- 
dian Pacific 75 cents ahead 
at C$37.00. On the downside, 
paper and forest products 
showed a loss of 0.7 per cent 


Another weak start for Wall 
Street kept a tight rein on 
European trading, but most 
leading bourses managed to 
cling to the upside. 

PARIS stayed positive, 
thanks largely to a runaway 
performance from Rhfine- 
Poulenc, which surged 
FFr8.30 or 4.7 per cent to 
FFrl84.6 in 1.7m traded after 
Rhone-Poulenc-Rorer, its 68 
per cent owned US associate, 
turned in strong results. The 
parent company puts out 
prelims on Thursday. 

Carmakers bounced after 
Renault announced plans to 
widen its components out- 
sourcing to include more for- 
eign content. Renault rose 
FFrl.90 to FFr117.2 and 
Peugeot gained FFr19 or 35 
per cent to FFr563. 

CCF, a strong market 
lately following a broad re- 
rating for the banking sector 
and a broker upgrade, swung 
into reverse, dipping FFr6 to 
FFr251 after SGE Delahaye 
moved to neutral from out- 
perform on the stock. 

In contrast, Mlchelin 
jumped FFr4.90 to FFr3115 
on an upgrade from Merrill 
Lynch, which moved from 
“hold" to “buy" on reduced 
debt and improving operat- 
ing margins. The CAC 40 
ended up 4.83 at 2.435.17. 

FRANKFURT edged ahead 
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in quiet trading with a steep 
fall for Lufthansa offset by 
solid gains at Siemens and 
Tbyssen. At the close, the 
Dax was up 9-92 at an Ibis- 
indicated 2.992.55. 

Lufthansa tumbled 86 pfg 
or 3.7 per cent to DM22.15. 
There was some slight disap- 
pointment with last year's 
traffic volume but the main 
depressant looked to be wor- 
ries about strike action after 
nest month's ballot by staff! 

Thyssen gained DM2.00 to 
DM292.50 on news that earn- 
ings remained on recovery 
target Siemens showed clear 
strength ahead of today's 
results statement, adding 

DM1. 40 to D M78.58. 

AMSTERDAM saw a num- 
ber of strong performances. 
Among leaders, ELM contin- 
ued to soar away on the 
back of last week's upgrade 
from Merrill Lynch while 
PolyGram, weak recently 
given tough trading and 
slack demand in the music 
business, rallied strongly. 


ELM Jumped F12.10 to 
FI 55.90 for a three-session 
advance of almost 12 per 
cent PolyGram rose FI 3.60 
or 45 per cent to F18&90. 
EBB, the retailer, put out a 
profits warning and 
promptly slid FI 1050 or 9.5 
per cent to FI 112.70. 

At the close, the AEX 
index was up 550 at 682.48. 

ZURICH saw early gains 
virtually wiped out on late 
proflt-takin triggered by 
Wall Street’s weak opening. 
The SMI index turned back 
from 4,1565 to close Just 15 
higher at 4.1275. 

In the pharmaceuticals 
sector, Novartis rose SFrlB 
to SFrl506 ahead of today's 
1996 sales figures, comfort- 
ably outperforming Roche, 
after its strong performance 
last week. Roche certificates 
edged SFrlO higher to 
SFrll,790. 

Winterthur was the best 
performer among Insurers, 
rising SFrS to SFr838 after a 
weekend newspaper report 


which quoted its chief finan- 
cial officer as forecasting 
double digit growth In net 
profit for 1996. 

Cyclical shares were rela- 
tively volatile. ABB slid 
SFrlB to SFrl.727. 

STOCKHOLM turned its 
attention to management 
changes at the top of three 
leading companies in an oth- 
erwise weaker market which 
saw the Aff&rsvarlden index 
slip 1L4 to 2536.7. 

Volvo dipped Initially, 
before recovering to close 
SKr3 higher at SKrlSO on 
news that its chief executive. 
Mr Soren Gyll, was to leave 
his post but remain a board 
member. Electrolux rose as 
much as SKrl9 before clos- 
ing SKrl2 higher at SEr43S 
an news that its chief execu- 
tive. Mr Leif Johansson, was 
moving to Volvo and would 
be replaced by the head of 
Atlas Copco, Mr Michael 
Treschow. Atlas Copco 
Slipped SKr05 to 5KA69.5. 

MILAN was dragged back 
by profit-taking in Fn l and 
Fiat, while Olivetti plunged 
3,4 per cent on rumours that 
the group's systems and ser- 
vices division, a mainstay of 
the business, had made a net 
loss in 1996- The Cotuit Index 
fell 356 to 77950. 

Eni tell L135 to L8518, Fiat 
lost L106 to L5570 and Oli- 
vetti, a bettor performer last 
week after the announce- 
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ment of the sale of Its trou- 
bled personal computer busi- 
ness. dropped L61 to 1566.9. 

Stet gave up L206 to L7.677 
as investors switched into 
the savings stock after Fri- 
day's announcement that it 
would absorb Telecom Italia. 

Bulgari lost L1.466 to 
L2B.986 after the company 
failed to Inspire the market 
with news that 1996 turnover 
rose by 17 per cent. Snia 
dropped L107 to LI, 775 on 
news that it was to marge 
with Snia Fibre. 

ISTANBUL soared another 
13,1 per cent to the year's 
17th record close as hopes of 
an accelerated privatisation 
programme jafter test week's 
key court ruling opening the 
way for the Turk Telekom 


sell-off drew renewed inter- 
est from foreign investors. 
The IMKB National-100 
index rose 197 to 1,700 in vol- 
ume that also reached an 
all-time high of TLG9,480bn. 

ATHENS climbed 3 per 
cent, led higher by a solid 
advance by the banking sec- 
tor which, analysts said, bad 
further to go. The general 
index rose 3252 to 1,125.12. 

Most sectoral indices 
ended higher with banks up 
5 per cent and construction 
rising 4.4 per cent. 

WARSAW closed at a fifth 
consecutive 33 month high 
as foreign investors, who 
began buying the market in 
mid-December, continued to 
build portfolios. The Wig 
index rose 2825 or 1.7 per 
cent to 18,910. 

TEL AVIV rebounded 2 
per cent after two days .bf. 
losses as investors awaited 
the Bank of Israel interest- 
rate announcement which. . 
came after the market 
closed. The Mishtanim index 
rose 4.68 to 23659- 

In the event, the Bank of 
Israel said that it was lower- 
ing its key lending rate for 
February by 05 of a percent: 
age point to an annualised: 
14.2 per cent, which, ana-. 
Jysts said, was in line- with 

market expectations. 
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Retreating banking sector pulis Nikkei down 2% 


I ASIA PACIFIC 


Heavy selling of bank shares 
on renewed concerns about 
the health of Japan's finan- 
cial sector left Tokyo tum- 
bling 2 per cent, writes Owen 
Robinson. 

The Nikkei 225 average fell 
354.46 to 1753450 after mov- 
ing between 17.280.20 and 
17,664.60. A steep decline in 
Nikkei index futures in Sing- 
apore in the middle of the 
day sent stocks plunging on 
futures-related selling in 
early afternoon trading. 

The fall In index futures 
was triggered by a market 
rumour that Mitsubishi 
Trust and Banking had 
incurred massive losses in 
derivatives trading. 

Although the rumour was 
denied by the bank, financial 
shares retreated sharply in 
the afternoon, with Mitsubi- 
shi Trust and Banking 
plunging 13 per cent to regis- 
ter the day's largest fall 

Volume shrank from Fri- 
day's 398m shares to an esti- 
mated 348m. Declines over- 
whelmed advances 918 to 186 
with 151 unchanged. The 
Topix index of all first- 
section stocks fell 26.88 to 
1,326.60 and the capital- 
weighted Nikkei 300 was 
down 5.18 at 251.04. 

In London, the ISE/Nikkei 
50 index lost 3.47 to 1,31353. 

The banking sector 
retreated nearly 5 per cent 
on heavy selling by foreign 
securities houses. Among 
the biggest losers were trust 
banks. led by Mitsubishi 
Trust and Banking which 


fell Y150 to Yi.100. Yasuda 
Trust and Banking, which 
was among four banks 
downgraded by Moody's, the 
credit rating agency, skidded 
Y33 to Y360. Among the com- 
mercial banks. Bank of 
Tokyo-Mitsubishl fen Y130 to 
Y 1,710. Fuji Bank shed Y120 
to Y1.180 and Industrial 
Bank of Japan Y90 to Y1520. 
The three banks hit their 
lo west levels since the begin- 
ning of 1996. 

Foreign investors sold 
steels on weak medium-term 
prospects for the industry. 
Nippon Steel fell Y7 to Y286 
and Sumitomo Metal Indus- 
tries Y12 to Y244. In Osaka, 
the OSE average fell 268.78 
to 18.439.05 and volume 
surged to 85m shares. 

By contrast, some blue- 
chip issues fared well. TDK 
added Y50 to Y7.370 and 
Sony climbed Y70 to Y7.B30 
after reaching a one-year 
high of Y7.900 following 
reports last week that the 
company would enter the 
digital satellite broadcasting 
business with Mr Rupert 
Murdoch's News Corp. 

However, car makers and 
pharmaceuticals declined. 
Toyota fell Y50 to Y3.190 and 
Honda Y20 to Y3.150. 
Yamanouchi Pharmaceuti- 
cals fell Y30 to Y2.190 and 
Dainippon Pharmaceuticals 
Y30 to Y80Q. 

Janome Sewing Machine, a 
popular speculative stock 
and a maker of bath units i 
that keep water heated 24 | 
hours a day. fell Y80 to Y220 
on reports that some xnanu- I 
facturers would halt sales of 


the product due to growing 
concerns about the health 
and hygiene of such units. 

SEOUL fell S per cent on 
news that President Kim 
Young-sam's ruling party 
had agreed to opposition 
demands for a parliamentary 
investigation into the finan- 
cial affairs of the Hanbo 
Group, the country's 14th 
largest industrial conglomer- 
ate. The composite index lost 
20.41 to 684.70 amid concerns 
that political involvement 
could only complicate the 
issue. 

Hanbo Steel, flagship of 
the conglomerate, defaulted 
on debt repayments on 
Thursday. Its shares, sus- 
pended on Friday and Satur- 
day. fell Won390 to Won4570 
when trading resumed. 


BOMBAY surged 3.7 per 
cent higher on a wave of 
optimism that the govern- 
ment was about to introduce 
measures to revive the capi- 
tal market 

The BSE-30 Index jumped 
127.12 to 3,562.74 bb hesita- 
tion by local Investors and 
funds to sell stocks in a ris- 
ing market coupled with 
increased speculative 
demand, was stoking the 
rally. 

HONG KONG registered 
its fifth consecutive fall on 
concerns about the outlook 
for Interest rates and weak 
US markets. The Hang Seng 
index lost 84.65 to 1359450 
after a low of 13,210.59 in 
turnover that dipped to 
HK$8.6bn. 

Giordano, suspended since 


January 17, tell HK$L26 to 
HKS350 when trade resumed 
as Investors unloaded their 
stakes on uncertainty over 
the clothing retailer's 
operations in China. 

BANGKOK dipped In thin 
and narrow trading with the 
SET index off 8.14 at 840.42 
on modest Bt2bn turnover. 

Brokers said that the mar- 
ket was sluggish ahead of 
Thursday's leading economic 
indicators. Advanced Info 
Services topped the active 
stocks list, rising BtlO to 
Bt268. Krung Thai Bank 
came off Bt 1 to Bt5L Ayu- 
dhya Jardine CMG Life fell 
Bt 1050 to Bt95-50. 

TAIPEI moved lower in 
thin volume, hit by a press 
report of a possible tighten- 
ing of money policy. The 


weighted Index shed 5552 to 
7.156.96. At T$48.9bn, turn- 
over was no min al. Paper 
shares fell most, foUowed by 
car and textile stocks. . 

MANILA ended in nega- 
tive territory as second-tier 
stocks continued to hog the 
spotlight. The main Index 
fen 9.43 to 3523.10. but eight 
second-line shares rose: by 
more than 40 per cent after 
another speculative session. 

Most blue chips fell with 
the exception of Petron COTp 
which rallied 25 centavos to 
10.75 pesos ahead of full 
industry deregulation. 

JAKARTA moved ahead 
following reports of brokers 
downgrading their weight- 
ings in rival Asian stock 
markets. The composite 
index gained 6.07 to 684.98. ~ 



Johannesburg edges higher 


Shares in Johannesburg 
traded quietly, ending the 
session marginally higher 
but with golds off their best. 

The all-share index closed 
up 4.7 at 6.6895. Industrials 
rose 1.1 to 8,043.9 and golds, 
supported by better bullion 
but watchful of the firmer 
rand, pat on 4.9 to 1,375.3. 

Turnover was described as 


nominal. "All the fun was in 
the rand and the bond mar- 
ket,*' said one broker. 

Golds, a strong market in 
the morning, lost much of 
their shine as the rand 
moved up. Goldfields dipped 
R2 to R107. Among industri- 
als, Rembrandt added 66 
cents to R42.50, Sappt shed 
55 cents to R40.70. 
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For a decade now, WestLB 
has been steadily expanding 
its network in Central/Eastern 
Europe. With our subsidiary 
banks and representations rn 
the Czech Republic, Hungary. 
Poland, Russia and the Ukraine, 
we can deliver there the ex- 
pertise that our clients have 
come to expect. 

Through local presence and 
know-how we provide country- 
specific market and product 
capability. We offer our clients 
comprehensive and relevant 
advice in this challenging en- 


vironment. We build contacts 
and indicate new directions. 

In all Central/Eastern Euro- 
pean markets, we provide our 
clients with access to the 
worldwide resources and pro- 
duct capacity of the WastLB 
Group. 

Responding to the needs of 
forward-looking clients, WestLB 
has became one of the world’s 
leading banks for corporate 
business. 

Foe more information, please 
contact our fax reply service 
on I+49J 21 1 344 83 70 
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